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INTRODUCTION
Within the terms of the INNOVATE project Energy Efficiency service packages will be
developed and rolled-out. EE service packages are expected to boost investments in deep energy
renovation. Aradippou (CY) plans to set up a One-Stop-Shop in order to provide Energy Efficiency
service packages to Citizens and provide access to them through its partnering Banks to specialized
financial instruments. The Municipality will also connect Citizens with Building Contractors members
of the Larnaka Chamber of Commerce and Industry who can provide them with tailor-made
products. At all stages the One-Stop-Shop will be monitoring quality, providing assistance, rich
information and independent advice.
In order to successfully launch the One-Stop-Shop and Energy Efficiency service packages, a
market gap analysis has been performed and presented in the following sections. The market gap
analysis includes market segmentation, identification of the market failure and market gap through
an analysis of barriers and drivers, a map of actors and a map of EE services with an analysis and
conclusions with next steps. The overall action plan is evaluated through a SWOT analysis.
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1. THE TOPIC
Aradippou will develop and roll out within the terms of the INNOVATE project new integrated EE
service packages that will lead to investments made by European stakeholders in sustainable energy
of 1.09 million euros as shown in Figure 1. The investments will renovate 10 single-houses in
Aradippou (Figures 1 and 2).
Building type

Individual family house

Partner name

Number of
buildings to be
renovated

Assumed number of
dwelling units per
building

Number of
units

Investment
triggered
[M€]*

Aradippou

10

1

10

1.09

Figure 1. Aradippou goals within INNOVATE project
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Figure 2. Aradippou description of goals within INNOVATE project
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2. THE CURRENT STATE

Figure 3. Repartition between individual houses and condominiums
(source Cyprus Statistical Service, Ministry of Finance)

Figure 4. Residential buildings stock construction era
with percentage calculations (based on Cystat data)

5 INNOVATE \ WP2 \ task 2.1 \ market gap analysis

Figure 5. Residential buildings stock construction era – single houses

Figure 6. Residential buildings stock construction era in Larnaka District
(cumulative percentage) – single houses
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Figure 7. Larnaka District residential buildings stock construction era (percentages)
compared to Cyprus Nationwide – single houses

Figure 8. Final Energy Consumption in Households in Aradippou in KWh
(Estimated based on data from sources: Aradippou SEAP [3], CyStat)

Figure 9. Final Energy Consumption in Households Nationwide
(Source: CyStat, year 2009. Survey partly financed by the European Commission)
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Figure 10. Annual Energy Consumption per Surface Area of Dwelling in Households
Nationwide with Average Consumption per m2 calculations
(based on CyStat data of year 2009)

Figure 11. Energy Consumption for Space Heating in Households Nationwide
(Source: CyStat, year 2009. Survey partly financed by the European Commission)
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Figure 12. Estimates of Energy Consumption for Space Heating per square meter
(Estimates are based on CyStat data)

Figure 13. Energy Consumption for Space Cooling in Households Nationwide
(Source: CyStat, year 2009. Survey partly financed by the European Commission)

Figure 14. Estimates of Energy Consumption for Space Cooling per square meter
(Estimates are based on CyStat data)
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Figure 15. Characteristics of Dwellings for Data and Analysis presented in Figures 10-14
(Source: CyStat, year 2009. Survey partly financed by the European Commission)
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Figure 16. Household Expenditure in Housing, Water, Electricity, Natural Gas
and Other Fuel per income decile

Figure 17. Percentage Change of Average Annual Consumption for Households per Category of
Goods and Services per Income Decile due to the Financial Crisis
(comparison between years 2009 and 2015)

Figure 18. Owner Occupied, Rented and Free Living Quarters Nationwide
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Figure 19. Segmentation by resident children in families

Figure 20. Segmentation by age for Aradippou Municipality
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Figure 21. Average Size of Occupied Conventional Dwellings (Source: CyStat).

Figure 22. Construction Sector Production Value and Value Added at current prices, 2008-2015
(Source [10]).
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Figure 23. New Construction by main type of project (Source [10]).

Figure 24. Value of New Construction by type of project (Source [10]).
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Table 1. Segmentation Profiles (pls. refer to Excel spreadsheet attached)
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2.1

Interpretation of segmentation

1. Repartition between individual houses and condominiums
Repartition between individual houses and condominiums is presented in Figure 3. The source of
information is the Statistical Service of Cyprus (CyStat) which is the competent authority responsible
for the compilation and the publication of most of the official statistical data in Cyprus. The
Statistical Service functions under the Ministry of Finance of Cyprus.
We have enhanced the data from CyStat by calculating percentages based on the numbers of
buildings. We have also put together for comparison purposes the National and District
(Larnaka District) data. The comparison of Aradippou with National and District statistics will allow
us to qualitatively understand at what level the Municipality differs from the National and District
statistics serving two purposes:
(a) To see the applicability of the approaches we’ll follow in Aradippou to the wider District
region and on a Countrywide basis and
(b) For specific indicators, whenever there is no direct available data specifically for
Aradippou, to have a general understanding of how District or National data and statistics
may apply on Aradippou.
As we can see in Figure 3, individual houses (single houses) are 63% of the buildings for Aradippou,
while in Larnaka District and Cyprus having a share of 42% and 40% respectively.
While Condominiums are not reported in the table, Semi-Detached or Duplex, Row Houses and
Apartment Blocks have an Ownership structure which is characterized by a different owner for each
house.
Within the terms of the INNOVATE project for Aradippou we’ll focus on Individual Houses as listed in
Figure 1 and repeated below for convenience.
Building type

Individual family house

Partner name

Number of
buildings to be
renovated

Assumed number of
dwelling units per
building

Number of
units

Investment
triggered
[M€]*

Aradippou

10

1

10

1.09

Figure 25. Focus of Aradippou on single house renovation

16 INNOVATE \ WP2 \ task 2.1 \ market gap analysis

2. Residential buildings stock construction era – single houses
Figure 4 shows for Larnaka District the number of buildings constructed per year of construction
(source: CyStat). Especially for single houses based on the data of the table, we have calculated the
percentage of buildings per time period compared to the total number of single houses.
Figure 5 provides a graph of the number of single houses while Figure 6 provides a graph of the
cumulative percentage along time, also for single houses in Larnaka District.
As Aradippou is part of the District of Larnaka (from Figure 3 we see that 13.3% of the District’s
single houses are in Aradippou) we expect that the information for the District of Larnaka from
CyStat describes well Aradippou. Due to the small size of Cyprus and to the climate and economic
similarities between the different Districts this is also true for the different Districts in Cyprus, a fact
also recognized in [2]. In Figure 7 we can see that construction activities over time follow a similar
behaviour for Larnaka District as for the whole country.
For the purposes of our study we include explicit data for Aradippou (as in Figure 3) and when there
is no availability we use Larnaka District or Nationwide statistics and surveys as explained above
having the confidence for their applicability. Our study will be continuously updated with more local
data for Aradippou received from:
(i)
data collection actions planned from the technical services of the Municipality and
(ii)
interviews from SMEs having Energy Efficiency operations in Larnaka District
From the graphs in Figures 5 and 6 we can make two observations:
(i)
Between 1980 – 2005 we have the highest construction activity, observing a peak during
the period 1991 – 2000. After year 2005 we observe a significant drop with construction
activity remaining low due to the financial crisis in Cyprus.
(ii)

From the cumulative graph of Figure 6 we understand that more than 60% of single
houses in Larnaka are relatively recent having been built after 1980. An equivalent
observation of the buildings stock has also been reported in the “Strategy for the
mobilization of investments in the Buildings Renovation sector” of the Ministry of
Energy, Commerce, Industry and Tourism [2].

3. Level of energy performance of the housing buildings stock
Based on [2] and as we can also observe from Figure 5 peaks in construction have been observed
within period 2000-2008 and during the decades of the 80’s and 90’s.
As a result, for 91% of the houses of the housing buildings stock there was no legal obligation at the
time they were built to apply thermal insulation or other Energy Efficiency measures. Thus, for the
majority of the houses, the level of energy performance can be characterised between medium to
bad as the owners of the buildings in general used not to take any Energy Efficiency actions.
According to the same source [2] until year 2014, there is statistical evidence that 49% of the houses
had taken no Energy Efficiency actions with only 12% of the houses to have applied some sort of
thermal insulation in the building envelope. Easier EE actions such as application of double glazed
windows have higher adoption, with 38% of houses having applied them. During our research, we
have not identified any source of precise mapping of the existing housing stock to EPC values. Such
activity will be encouraged through INNOVATE project.
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4. Main source of energy heating in the houses (electricity, fuel, etc.)
The Survey on Final Energy Consumption in Households was carried out by the Statistical Service of
Cyprus in year 2009 [4]. The survey was partly financed by the European Commission, within the
framework of the efforts to further develop energy statistics, in line with the provisions of
Regulation (EC) No. 1099/2008. The Survey is nationwide but it can safely be applied also on
Larnaka District and specifically on Aradippou. The characteristics of the 3300 Dwellings covered by
the Survey are presented in Figure 15 and are in accordance to the data and analysis presented in
our previous paragraphs. Figure 9 presents the final Energy Consumption by End Use Category per
household.
As we can see in Figure 9, each household uses 512 kgoe for Space Heating or equivalently
5.954 kWh of energy. Electricity is used at a level of 55 kgoe (639 kWh), Heating Oil at 264 kgoe
(3302 kWh), Kerosine at 35 kgoe (407 kWh), Liquefied petroleum gas at 55 kgoe (639 kWh) and
Biomass at 83 kgoe (965 kWh).
The Energy Consumption by surface for Space Heating is estimated for an average dwelling
at 62,68 kWh/m2 (Figure 12: 70% of the sample includes Individual Houses or Semi-Detached
Houses).
The typical value of a new house in Cyprus based on a 2016 KPMG report [5] is 327.000 eur
(semi-detached house, 3 bedrooms, 250 m2 medium quality with garden). Based on the same
source, the average price of real-estate per square meter in Cyprus is 1.790 eur.

5. Type of refurbishment works that have been done. How high are the energy savings
As analyzed in [2] for the majority of the houses the level of energy performance can be
characterised between medium to bad as for 91% of the houses of the housing buildings stock there
was no legal obligation at the time they were built to apply thermal insulation or other Energy
Efficiency measures. The owners of these buildings in general have not taken any Energy Efficiency
actions. This is also visible in Figure 15 as 54,4 % of the sample of 3300 dwellings did not have any
heat insulation at all, with percentages below 8% for all other actions except of double glazing at
43%. Based on the above we can conclude there is lots of space for deep energy efficiency actions.
6. Household expenses
Figure 16 combines data from references [6] and [7] and [8]. The figure segments population in ten
deciles based on their net available income. The information available is based on data in year 2009
[7] while data for year 2015 are available in [8]. The 2015 survey reports an individual person’s
income and thus does not allow adequately precise estimations for income per household for this
year.
Based on [8] we have estimated that due to the financial crisis in Cyprus, individual income per
decile has dropped by at least 12%-21% between 2012 and 2015 and it is expected to have also
negatively affected household’s income. The income drop is also reflected in household’s
expenditure as reported in the following paragraphs.
Figure 16 shows also Expenditure in Housing, Water, Electricity, Natural Gas and Other Fuel for year
2009 as this is reported in [7]. The next line in the figure shows the same expenditure for year 2015
as reported in [8].
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In the following line in Figure 16 we have estimated the drop to expenditure in the category for each
decile to be between -7% to -29%. The drop reflects the consequences of the financial crisis in
Cyprus to households’ expenditure including Energy. Energy expenditure is included in Water and
Housing expenses in category 4.
For the income decile analysis Energy is not isolated as a separate category. We’ll highlight the need
for statistical information that will specially focus on Energy as a separate category and ask CyStat
whether they can generate it.
In order to get a better understanding of category 4 we can refer to data in Figure 18 showing that
rented Living Quarters capture a percentage of 18,8% among the total Living Quarters. The average
rent per Living Quarter based on CyStat is 400 eur per month per Living Quarter.
Having in mind the information above we have calculated the ratio between the total expense of
category 4 and the households’ income. The calculation is shown in Figure 16. This ratio varies
between 19% - 34% of the household’s income depending on each Decile’s characteristics.
From the perspective of social protection it is interesting to see in Figure 16 that poorer Deciles have
a higher ratio of expenses in category 4 than richer Deciles.
Household expenses for different categories are presented in Figure 17. Based on data from reports
[7] and [8] we have computed the percentage changes per expense category for years 2009 and
2015 due to the Financial Crisis in Cyprus. Different Deciles decide to spend in different expense
categories allowing us to make interesting conclusions for market segmentation purposes as
presented in the following paragraphs:
a. Expenditure in Housing, Water, Electricity, Natural Gas and Other Fuel has dropped in each
decile between -7% to -29%. It is also interesting to see the change in category: Expenditure
in Furniture, Decoration, Household Equipment and Usual Household Maintenance as it is
strongly related to Energy Efficiency renovations: Households reduced expenditure in all
Deciles in the category with drops in expenditure ranging between -16% to -39%.
b. Access to finance is relatively easy as commercial banks make available loans and other
financial products to citizens of all Income Deciles. Despite the accessibility to finance, the
financial crisis in Cyprus lead to salary reductions and unemployment. The overall
restructuring and confusion to banks and citizens has created many obstacles in healthy
economic investments such as investments in Energy Efficiency.
c. Despite the financial crisis, Households have increased expenses and thus their interest in
education by 7% on average with positive changes observed at the two edges of Income
Deciles (Deciles I and II and Deciles IX and X). This is an encouraging finding for the efforts of
Aradippou Municipality for Smart City activities in Schools and education
http://www.aradippou.org.cy/index.php/en/euro-programs/aradippou-eu-smart-city .
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Figure 18 shows the owner status of the occupied living quarters nationwide. Based also on CyStat
data 8.649 single-houses are rented out of a total of 172.944 single houses in whole Cyprus.
Based on Figure 16, 40% of households have expenses in category 4 between 3.500-6.000 eur
characterized as economical energy users (even though category 4 includes water and rent we
consider it as a good proxy for energy consumption as explained above). 30% of the households
have expenses in category 4 between 6.000-9.000 eur characterized as moderate energy users and
the remaining 30% has expenses in the same category above 9.000 and are characterized as high
energy users.
Figure 20 provides segmentation based on age for Aradippou Municipality. For the INNOVATE
project it is also important to see segmentation based on the number of resident children in families
presented in Figure 19.
Within the terms of the INNOVATE project, specific questionnaires will estimate the willingness of
citizens of Aradippou to invest in Energy Efficiency, their technical expertise in the subject and
availability in information, providing additional information to this report.
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PROFESSIONAL BUILDING SUPPLY CHARACTERISTICS
1. Building contractors working on EE refurbishment projects
Cyprus has a mature construction sector with Production Value of 5 billion euros for year 2008,
which dropped to 2 billion euros in 2015 due to the financial crisis [10] (Figure 22). From the data
presented in Figures 22, 23 and 24 we estimate that new construction for single houses in 2015 had
a value added of approx. 150 million euros. Approximately 19.000 people were working in the sector
in 2015.
While there is no specific number of building contractors working on EE refurbishment projects, the
above data on the maturity and size of the construction sector in Cyprus, demonstrate that the
country has an adequate capacity to perform refurbishments.
The Ministry of Energy, Commerce, Industry and Tourism maintains a registry of more than 200
Energy Efficiency Specialists who can provide technical expertise to refurbishment projects.
2. Market characterization
The market has a large number of SMEs but also larger companies working on construction. As
Energy Efficiency activity has very recently started to grow in Cyprus, SMEs are more flexible to
undertake smaller projects while larger companies are seeking larger horizontal projects to
undertake. In general the market is highly competitive.
3. Turnover in the sector
Construction sector statistics are presented in previous paragraphs. While we do not have specific
statistics for Energy Efficiency actions, during the period 2015-2016 there was mobilization of
16,5 mil. euros due to a government grant covering 50% of a project’s cost.
4. Education and training in the building sector – number of jobs
Approximately 19.000 people were working in the sector in 2015. The Ministry of Energy,
Commerce, Industry and Tourism maintains a registry of more than 200 Energy Efficiency Specialists.
5. Difficulties faced by buildings contractors
The financial crisis severely hurt the Construction sector. From Figure 22 we can see that between
years 2008 to 2015 the sector lost 65% of its value. This fall only recently has it started to stabilize.
Lack of adequate demand and existence of a large number of buildings for sale, created large
problems of liquidity to the sector especially during the early years of the crisis.
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FINANCING SUPPLY CHARACTERISTICS
6. State of the art of funding offers for EE refurbishment of private residential buildings
In the following list we provide an outline of funding offers for investments in Energy Efficiency and
Photovoltaics from four Commercial Banks in Cyprus. Among the four Banks, Cyprus Cooperative
Bank and Hellenic Bank have specialized loans in Energy Efficiency while all banks provide specialized
loans for photovoltaics. Some of the banks include renovation activities in their mortgage financial
tools. While there are always negotiations between client and bank for the interest rate, the current
picture shows that there is availability of funds and financial instruments, nevertheless direct
targeting and promotion of Energy Efficiency market segments is still at its infancy.
Cyprus Cooperative Bank
Energy Performance Upgrade Loan
http://ccb.coop.com.cy/en/ProductsServices/individuals/loans/iliotropio/iliotropiokatoikein/
Loan Amount: Maximum 50.000
Repayment period: Up to 15 years
Covers investments in Energy Efficiency actions
Interest rate: 3%
Photovoltaics Loan
http://ccb.coop.com.cy/en/ProductsServices/individuals/loans/iliotropio/iliotropiokatoikein/
Loan Amount: Maximum 8.000
Repayment period: Up to 8 years
Covers investments in Photovoltaics
Interest rate: 4,25%
Astro Bank (Former Piraeus Bank Cyprus)
Photovoltaic System Loans
http://www.astrobank.com/Default.aspx?id=1327&nt=18&lang=2
Loan amount: 5.000 – 60.000 eur
Covers investments in Photovoltaics
Interest rate: variable interest rate
Bank of Cyprus
Bank of Cyprus Green Loan for photovoltaic systems
http://www.bankofcyprus.com.cy/en-GB/Loans/PERSONAL-LOANS/Interest-rates-and-charges/
Loan amount: Maximum 9.000 eur
Covers investments in Photovoltaics
Interest rate: Bank’s usual rate listed around 4%
Hellenic Bank
Hellenic Bank Energy Scheme: https://www.hellenicbank.com/en/loans/energy#contentDisplay
Loan amount: Maximum 10.000 eur
Covers Energy Efficiency and Photovoltaics investments
Interest rate: Bank’s usual rate listed at 4.4%
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7. Grants for low income households
The first grant scheme of the programme “Energy Saving and Energy Efficiency Upgrading in Houses”
of the Ministry of Energy, Commerce, Industry and Tourism launched in March 2015, invested 16,5
million euros from National and Structural Funds in Energy Efficiency actions financing 50% of the
renovation cost. Out of this amount 92.000 euros were invested in low income households with the
grant covering for these households 75% of the renovation costs.
8. Tax incentives
Since 2015 reduced VAT at 5% (from 19%) is applied for renovations of buildings.
9. Regional and Local Incentives
Aradippou Municipality in collaboration with the Cooperative Central Bank has created a “soft loan”
with preferred terms for photovoltaics, actively promoted by the Municipality. The name of the
financial instrument is “Smart City Aradippou”. We expect to soon develop an equivalent “soft loan”
for energy efficiency actions.
10. Special Types of loans created by the State
There are no special types of loans created by the State. Aradippou as a Local Authority has created
a “soft loan” for photovoltaics as mentioned above, and it is expecting to expand it to also cover
energy efficiency actions.
11. Financial Instruments projects dedicated to EE refurbishment which could be partially or
totally financed by the FEDER funds
We believe that the “Smart City Aradippou” soft loans for Energy Efficiency expected to be launched
soon, can be greatly empowered if supported by EU guarantees from FEDER funds.
12. Contribution to funding of EE refurbishments due to energy efficiency obligations
Based on information received from the Ministry of Energy, Commerce, Industry and Tourism –
Energy Service [9], the 2020 National goal for Energy Savings for Cyprus is 375.000 toe. Currently
32.5% of the goal has been achieved with an investment of 16,5 million euros from
government/FEDER funds at a proportion of 50% with private sources at a proportion of 50%. In
order to achieve the National goal, for the period 2017-2020 approx. 47 million euros are expected
to be invested from government/FEDER funds next year at a proportion of 60% with private sources
investing the remaining 40% of the cost of the projects. Thus we observe increased investment
mobilization of investments to EE refurbishments due to energy efficiency obligations.
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3. IDENTIFY THE MARKET FAILURE: THE
GAP

Figure 26. Barriers and Drivers
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Table 2. Barriers and Drivers (pls. refer to Excel spreadsheet attached)

25 INNOVATE \ WP2 \ task 2.1 \ market gap analysis

3.1 Interpretation of barriers and drivers
Technical Drivers & Barriers
1. Urgency for Renovation
In general there is no Urgent need for Renovation in Aradippou as more than 70% of the buildings
stock was constructed after 1980 (without focus on Energy Efficiency). Thus, having low Urgency for
Renovation for the great majority of buildings acts as a Technical Barrier.
Nevertheless, we have identified specific Energy Efficiency actions which may serve as a starting
point and are required horizontally for many buildings such as fixing roofs and providing thermal
insulation for them. Bundling renovation with Energy Savings may act as a significant driver in order
to accelerate Energy Efficiency investments.
2. Availability of tailor-made stepwise approach for renovation
There is lack of availability of systematic Energy Efficiency actions that span vertically along the
whole value chain. Absence of such activity does not allow both holistic as also stepwise
approaches. Something which consists a barrier for Energy Efficiency actions.
3. Inconveniences and defects
Inconveniences and defects can act as a driver especially when these are bundled with Energy
savings offering, thus reducing the overall expense. Comfort of living is important but also
neglected at times of financial crisis. As we see in Figure 17 reduction to expenditure for
household maintenance, furniture and decoration has shown drops between -16% to -39%. For
this reason, for Cyprus it is important to draw the line between necessity and luxury. Financing
necessary renovation with positive contributions from Energy Savings can significantly accelerate
Energy Efficiency actions.
4. Inconvenience linked to the renovation.
Inconvenience linked to renovation is definitely a barrier for Energy Efficiency actions. Planning
ahead and supporting households to their decision making in the long run, will enable them to
find a convenient time when inconvenience can be at its minimum. Stepwise approach can be a
significant methodology to gradually involve households in the Energy Efficiency process, guiding
them from simple to more demanding renovation actions.
5. Technical Possibilities
Availability of technical possibilities can be a significant driver for Energy Efficiency actions.
Nevertheless, these possibilities must be linked to professionals who can provide services at
scale executing them reliably with appropriate pricing.
6. Historical Value
As mentioned earlier, the project in Aradippou is focused on single houses which have been built
after 1980 and thus have no historical value. Older buildings with historical value will be treated
on a one-by-one manner.
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7. Energy Performance
As also mentioned in the strategy document of the Ministry of Energy, Commerce, Industry and
Tourism, the level of energy performance can be characterised between medium to bad as the
owners of approximately 91% of the buildings did not take any Energy Efficiency actions at the
time of construction. This “medium to bad” situation in Cyprus is a driver for accelerated energy
efficiency actions.
8. Age of the House
As mentioned earlier, 70% of the buildings stock was constructed after 1980 but without focus on
Energy Efficiency. Thus the age of the houses is a barrier for renovation. Nevertheless, the lack of
legislation to enforce Energy Efficiency actions at the time of construction (did not exist until 2007) makes
Energy Efficiency actions a requirement for most buildings.

9. Quality Assurance
Households owning single houses, due to their recent construction, are connected with the
architect of the building. Any renovation works is expected to be audited by the specific
architect or through other reputable architect firms. This relationship between the Household
and architects/architect firms in Cyprus creates trust and thus Quality Assurance is a driver
enabling successful projects.
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Financial drivers & barriers
1. Availability of financial possibilities to Invest
Mature banking in Cyprus linked to an adequate number of commercial banks offers various
types of loans making financing available for Energy Efficiency investments and consisting a
driver. Nevertheless, the lack of tailor-made financial products that will cover the precise needs
of each Citizen is a barrier.
2. Security of Investment
Citizens question the security and savings of their expected investment. This is a barrier which
can be managed through education and availability of solutions and experts, Citizens can trust.
3. Willingness to Invest in Energy Efficiency vs. Competing Products
As shown in Figure 17, the financial crisis resulted in reduction of expenditure in all expenses
categories. Even richer deciles have reduced their expenses in regular home maintenance (a
good proxy indicator) by 20%. The financial crisis made the competition among expenses even
tighter and thus consists a barrier.

4. Subsidies and Financial Incentives
While subsidies and financial incentives mobilized an investment of 16,5 mil. euros, mobilization
based on grants is not sustainable, freezing the market when a new grant scheme is expected to
be announced or when an incentive is delayed. So subsidies and financial incentives can be both
a driver and a barrier.
5. Energy Bill
Reducing the Energy bill is definitely a driver for Energy Efficiency. Despite its strength
Consumers see this reduction as part of a holistic assessment based on the overall cost and the
savings/comfort generated.
6. Cost of renovation
Cost of renovation is definitely a barrier for Energy Efficiency. Soft loans and return on
investment from energy savings can help the decision maker to proceed with the investment.
7. Return on investment
Return on investment is a significant factor for Energy Efficiency investments which can be a
driver or a barrier depending on its value. A holistic approach of the economic value of the
investment is important to be presented to the Citizen, taking into consideration along with the
financial returns from energy savings, better living that contributes to better health, better
comfort as also the increase of the value of the building.
8. Value of the house
Increase of the value of the house is definitely a driver for Citizens especially when they see their
house deteriorating over time and requiring major renovations.
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9. Simplicity of transaction
Simplicity of transaction is a driver for Citizens but not that strong for longer investments. Having
availability of funds is not the only factor Citizens consider. The decision making for house
renovation is a long process with the soundness of the investment to be examined carefully by
the Citizens before they take their decision.
10. Common understanding
Common understanding of the value of energy cost savings and the non-performing housing
depreciation in the real-estate market is a driver for Energy Efficiency investments.
Nevertheless, until the market matures towards this direction, in their decision making Citizens
currently examine immediate benefits such as reduction of energy bill and urgency/necessity for
the renovation.
11. Use of European Funds
Use of European Funds is a driver which motivates Citizens to examine the value proposition for
Energy Efficiency investments. Many people are confused though thinking that EU funds should
come in the form of subsidies/grants. When clarified to Citizens, EU Funding either as a loan or
as a grant, signals Quality, Responsibility and care for Citizens and the proposed programmes are
considered for implementation by the Citizens within a trusted context.
12. Energy Prices
Low Energy Prices are definitely a barrier for Energy Efficiency investments. As the return on
investment from reduced energy bills gets smaller, the criteria for renovation migrate to more
traditional factors such as restoration and convenience.
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Social and behavioural drivers & barriers
1. Renovation Needs and Intentions
The wider renovation needs and intentions bundled with energy savings can have a strong
impact to the decision making process. Urgent need for renovation may lead to the action even
without considering energy efficiency. Energy savings can act as an added benefit to the decision
already taken. On the other hand the benefits from energy savings, may accelerate the
implementation of renovation when there is medium need for it. No need for renovation can act
as a barrier. Thus renovation needs and intentions can be both a driver and a barrier.
2. Decision making, self-reliance and empowerment
Single house owners are characterised by independence in decision making. While associations
can encourage house owners, house owners will not proceed unless they are confident based on
their own judgement that the investment is sound for them and their families. We definitely see
associations’ influence as a driver, but what we realize is that facilitation of investment through
information and availability of soft loans can have a higher impact. What has been proven to
have a great positive impact on decision making is success stories of neighbours that have
completed an investment.
3. Advice and guidance
Advising for an investment in Energy Efficiency with rich information in technical and financial
options empowers Citizens to make a wise decision that will best suit their needs. Guiding
Citizens through the process is an obligation of the Municipality that starts the initiative. It
shows the commitment of the Municipality to support Citizens in Energy Efficiency investments
in order for them to receive the expected economic and social benefits while also contributing to
the protection of the environment. The commitment by the Municipality can be well received by
the Citizens who recommend the service to their friends and relatives creating a strong
supporting network for Energy Efficiency investments. For the moment as the INNOVATE project
develops, there is lack of such a coordinated advice and guidance and thus there is a barrier.
4. Awareness of Energy Savings potential
Awareness of Energy Savings potential is a significant factor linked to the expected reductions on
energy bill and thus it is a strong driver. For the moment as the INNOVATE project develops,
there is lack of systematic awareness of Energy Savings potential and thus there is a barrier.
5. Accurate, reliable and tailor made information
The construction environment with the plethora of options and prices can be confusing to
Citizens sometimes creating mistrust for the contractors. Facilitation of a marketplace where
information will be open and checked for its validity and benefits by peers creates trust and
helps Citizens towards their decision to invest. This is one of our goals within the INNOVATE
project. As the project develops there is lack of such platform and thus there is a barrier.
6. Momentums for renovation (why now?)
The aging of a house, the financial crisis as also the currently friendly environment for
renovations with soft loans, availability of technical assistance and guidance, can create both
positive and negative forces to the decision of Citizens to invest. These forces can be both a
barrier and a driver.
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7. Neighbourhood action, Group action
Network effects consist a very important driver for the sustainability of the adoption of an
innovation. Especially in a small town such as Aradippou, neighbourhood activity and exchange
of information in the Town Hall is very influential and can positively drive Energy Efficiency
investment actions to success.
8. Availability of time to manage a renovation project
Availability of time is an issue and a barrier to the adoption of investment actions. Involvement
of the owner of the house to the renovation process can be continuous, taking lots of time and
creating inconvenience as explained in previous paragraphs.
9. Values (ideas) & attitudes towards environmental issues, sustainability and climate.
Awareness and care about the environment and active contribution to its protection is a
significant driver that motivates Citizens to proceed to Energy Efficiency actions and to
consciously save energy. Nevertheless, when Citizens are asked to finance themselves energy
conservation they examine the process with financial criteria and in general they proceed only if
there is a positive value to them. In case the value proposition of Energy Efficiency actions is not
financially beneficial or creates inconvenience to them, Citizens will ask the government to take
actions from public funds that will not intervene with them. In any case, environmental
consciousness is a positive driver for successful Energy Efficiency investment actions.
10. Energy use patterns.
Energy use patterns determine the return on investment from energy savings. For the Citizen
who will examine rationally the value proposition a low intensive energy use is a small driver for
deep renovation, while high intensive energy use can lead to Energy Efficiency investments. In
order to capture the value of even low energy savings from a low intensive energy use, bundling
of the value proposition with comfort can give the motivation to the Citizen to proceed with the
investment.
11. Expected to own the house.
People in Aradippou with single houses, in general consider to have their house for a long time,
even for their lifetime. Thus there is a strong driver to keep their homes energy efficient and in
good condition.
12. Technical knowledge level.
Single house owners in Aradippou, in general have adequate technical knowledge to assess the
technical details and benefits of energy efficiency renovations. Understanding the benefits and
the technical details is a driver for the Citizen to proceed with the investment.
13. Split incentives barrier.
Single house owners in Aradippou in general both own and use the house. Thus there is no split
incentives barrier.

31 INNOVATE \ WP2 \ task 2.1 \ market gap analysis

14. Legislation and policy.
Legislation and policy are a strong driver for Energy Efficiency investments. Since 2007 new
buildings must have a certain level of Energy Performance. Based on statistics more than 50% of
energy savings towards the national target of Cyprus are attributed to this Directive. The grant
scheme of 16,5 million euros for Energy Efficiency as also the expected new scheme of
additional (approx.) 47 million euros have proven to be strong drivers for Energy Efficiency
investment actions.
15. Multi-stakeholder issues.
Households in Aradippou are mainly the only owners of a single house, taking into consideration
that many houses may have a mortgage with special terms. In general multi-stakeholder issues
are not expected in the Aradippou project.
16. Building sector readiness.
Building sector readiness is definitely a strong driver. Having in place a well-coordinated
structure of stakeholders that can cooperate to support Citizens along the whole value chain of
Energy Efficiency investments, generates confidence and practically successfully implements the
Energy Efficiency strategy.
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4. HOW THE GAP SHOULD BE FILLED
1. Motivations of target audience to embark on a renovation project
We expect that the target audience will be strongly motivated to do a first step in Energy Efficiency
when there is a need (even if this not an urgent one) for renovation in the house and at the same
time the household rationally analyzes and identifies a positive return on investment based on
energy savings coming from the renovation. Households will analyze and seek availability of
attractive financial terms from banks. Demand will be higher when grants linked to government and
EU funds are made available.
2. Barriers of target audience to embark on a renovation project
In the financial sector there is a lack for tailor-made financial products that will cover the precise
needs of each Citizen thus creating a barrier.
In respect to the provision of quality information services to Citizens, currently there is a lack of a
trustful and coordinated platform that will be providing advice and guidance, systematic awareness
of energy savings potential per client and accurate, reliable and tailor made information.
Lack of coordination creates obstacles to professionals who provide solutions of high-quality to
reach Citizens.
3. Filling the gap
At Aradippou Municipality we aim to establish a state-of-the-art One-Stop-Shop for Energy Efficiency
and Smart City Solutions (INNOVATE One-Stop-Shop). The INNOVATE One-Stop-Shop will strengthen
drivers and reduce barriers in order to fill the market gap and enable the value chain to perform.

4.1 Interpretation of the gap filled
The state-of-the-art INNOVATE One-Stop-Shop for Energy Efficiency and Smart City Solutions will
bring together under the coordination of Aradippou Municipality, Banks, Contractors, Public Policy
and the Citizens, providing to the Citizens tailor-made financial products and information services.
The INNOVATE One-Stop-Shop for Energy Efficiency will be working closely with Banks in order to
develop innovative tailor-made financial products covering the needs of Citizens on an individual
basis thus filling the financing gap.
The INNOVATE One-Stop-Shop will fill also the gap of credible information, advice and guidance
supporting each Citizen from the very beginning of a project until its final completion, monitoring
also the qualilty delivered to Citizens by the private sector.
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The INNOVATE One-Stop-Shop through the Larnaka Chamber of Commerce, Industry and Tourism,
will give access to building contractors by interested Citizens, creating a Marketplace for Energy
Efficiency investments closely monitored by the Municipality, inspiring trust to all parties.
The INNOVATE One-Stop-Shop will be providing an extensive suite of innovative services described
in the Services Mapping section of this document. The suite of services will include:
Development of tailor-made products, independent advice and technical assistance, tailor-made
financial advice, coordination of a chain of suppliers/contractors and high quality assurance.
The INNOVATE One-Stop-Shop will be managed by the EU Affairs Office, informing Citizens about
how they benefit from efforts funded by the European Commission leading to the sustainable
economic growth of the region and positive contribution to the Environment.
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4.2 Actors mapping

Table 3. Actors Mapping (pls. refer to Excel spreadsheet attached)

4.3 Interpretation of the actors mapping
1. Private sector companies
1.1. Cyprus Cooperative Bank.
Aradippou Municipality works closely with the Cyprus Cooperative Bank in order to develop
innovative financial instruments for Clean Energy. The Bank provides access to Citizens of
Aradippou and Larnaka District to these financial instruments providing loans to approved
applications. This way Cyprus Cooperative Bank develops competence, maintains and
develops its existing customer base and profits from healthy investments.
2. Experts
2.1. Aradippou Municipality - in house Experts
Aradippou Municipality has a strong team of Experts who either work as managerial
permanent staff in the Municipality or they are in-house Consultants to the Municipality.
The Experts Team of Aradippou Municipality, develops and executes strategic plans,
provides consultation to the Mayor and the Municipal Council and works on state-of-the-art
EU projects. In-house Experts have developed the Smart City Aradippou strategy which aims
to mobilize 50 million euros in Clean Energy investments. The same team has guided
Aradippou to join Energy Cities Association in 2014 and has actively contributed to the
INNOVATE project proposal while it is responsible for its successful execution.
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3. Public sector
3.1. Aradippou Municipality
Aradippou Municipality is a member of Energy Cities. It is the initiator, coordinator and main
stakeholder of the Aradippou project within the INNOVATE project.
3.2. Ministry of Energy, Commerce, Industry and Tourism
Aradippou Municipality works closely with the Ministry of Energy, Commerce, Industry and
Tourism, in order to successfully apply existing schemes for the Citizens and contribute to
the achievement of the National Energy Savings goals.
3.3. Cyprus Pedagogical Institute - Ministry of Education
Aradippou Municipality works closely with the Cyprus Pedagogical Institute of the Ministry
of Education. Currently seven schools have been involved in Energy Efficiency and Clean
Energy actions with the students and their teachers proposing to the Municipality specific
investment ideas in Clean Energy and Energy Efficiency.
3.4. Electricity Authority of Cyprus
Electricity Authority of Cyprus is a valuable partner of Aradippou Municipality as they
both co-design the Aradippou Smart Grid. Energy Efficiency is an important aspect of the
Smart Grid architecture.
4. Associations and NGOs
4.1. Larnaka Chamber of Commerce and Industry
Larnaka Chamber of Commerce and Industry (LCCI) serves as an umbrella for the
Building Contractors and a bridge between the Municipality and the private sector. LCCI is a
strong and valuable partner for the INNOVATE project and it will be the main vehicle
through which Energy Efficiency investments of high-quality will materialize. The operations
of LCCI members are closely monitored by both LCCI and the Municipality for conforming to
the expected high quality standards.
5. Non-associated persons and groups
5.1. Citizens of Municipality
Citizens of Aradippou are the main stakeholders of the project. The actions of the program
want to ensure that Citizens can benefit from accessing appropriate financing tools for
Energy Efficiency investments, high-quality contractors and quality information about their
Energy savings potential. Citizens will also benefit from the economic growth of the region
and protection of the Environment. Citizens of Aradippou are carefully listened by the
Municipality and their needs and comments are well taken into consideration.
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4.4 Services mapping

Table 4. Services Mapping (pls. refer to Excel spreadsheet attached)

4.5 Interpretation of the services mapping
1. Development of products adapted to consumers’ concerns
Renovation products adapted to consumers’ concerns are offered by private building contractors.
Nevertheless, these products are not necessarily linked to Energy Performance and specialized
financial tools. An upgrade is recommended where a holistic approach will be followed linked to
Energy Performance and available financial tools through the suite of services to be offered. The
upgraded service will be provided by Building Contractors through the INNOVATE One-Stop-Shop of
the Municipality of Aradippou and the Larnaka Chamber of Commerce and Industry.
2. Development of tailor-made products
Similar to above paragraph, for tailor-made products offered by private building contractors an
upgrade is recommended where a holistic approach will be followed linked to Energy Performance
and available financial tools through the suite of services offered. The upgraded service will be
provided by Building Contractors through the INNOVATE One-Stop-Shop of Aradippou and the
Larnaka Chamber of Commerce and Industry.
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3. Independent advice and technical assistance.
The Technical Services of Aradippou Municipality can provide independent advice on technical
matters through the INNOVATE One-Stop-Shop. Information flow on technical characteristics will
mainly be provided by the private Building Contractors proposing the renovation. This new service
will be provided by the INNOVATE One-Stop-Shop of Aradippou Municipality and the Larnaka
Chamber of Commerce and Industry.
4. Tailor-made financial advice
Tailor made financial advice can be using financial instruments co-developed with the Bank and LCCI,
further customized by the Bank for the needs of the Citizen. This new service will be provided by the
INNOVATE One-Stop-Shop of Aradippou, the Larnaka Chamber of Commerce and Industry and
Banks.
5. Long-term and affordable financing
Long term financing can be using financial instruments co-developed with the bank and LCCI, further
customized for the needs of the Citizen by the bank. This new service will be provided by the
INNOVATE One-Stop-Shop of Aradippou, the Larnaka Chamber of Commerce and Industry and
Banks.
6. Coordination of a chain of suppliers / contractors
We are currently establishing an Association of Energy Efficiency Professionals under the Larnaka
Chamber of Commerce and Industry. The association will coordinate the chain of suppliers and
contractors. This new service will be provided by the INNOVATE One-Stop-Shop of Aradippou
Municipality and the Larnaka Chamber of Commerce and Industry.
7. Ensuring high quality standards
The Technical Services of the Municipality through the INNOVATE One-Stop-Shop will be monitoring
the quality of the projects taking necessary actions if necessary. Quality Assurance will be performed
in coordination with LCCI and the Ministry of Energy, Commerce, Industry and Tourism.
This new service will be provided by the INNOVATE One-Stop-Shop of Aradippou Municipality, the
Larnaka Chamber of Commerce and Industry in cooperation with the Ministry of Energy, Commerce,
Industry and Tourism.
8. Ensuring high quality monitoring
As above, the Technical Services of the Municipality through the INNOVATE One-Stop-Shop will be
monitoring the quality of the projects taking necessary actions if necessary. Quality Assurance will be
performed in coordination with LCCI and the Ministry of Energy, Commerce, Industry and Tourism.
This new service will be provided by the INNOVATE One-Stop-Shop of Aradippou, the Larnaka
Chamber of Commerce and Industry in cooperation with the Ministry of Energy, Commerce, Industry
and Tourism.
9. Marketing & communication
Marketing and Communication will be using the existing local and national marketing channels
already used by the Municipality. A specialized National Communication plan for Aradippou is
attached as a separate document. This new service will be provided by the INNOVATE One-StopShop of Aradippou Municipality and the Larnaka Chamber of Commerce and Industry.
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5. GENERAL CONCLUSIONS
Aradippou Municipality will aim to establish an One-Stop-Shop for Energy Efficiency investments
(INNOVATE One-Stop-Shop).
The INNOVATE One-Stop-Shop will be hosting the existing partnerships of Aradippou with the
government and private sector stakeholders of the project (public: Ministry of Energy, Commerce,
Industry and Tourism, Electricity Authority of Cyprus; private: Larnaka Chamber of Commerce and
Industry and its Associated members, Banks). The One-Stop-Shop will be bridging the existing
market gaps by providing a suite of services to the visiting Citizens. These services will:
1. Develop tailor-made products for the Citizens.
2. Provide Independent advice and Technical assistance.
3. Provide tailor-made financial advice.
4. Coordinate suppliers/contractors.
5. Monitor and ensure high quality service from all participants.
Coordination with suppliers/contractors through the Larnaka Chamber of Commerce and Industry is
a critical next step as this involves clear terms of reference and careful selection processes.
●
●
●

Through the Municipality – LCCI partnership a set of tailor made products will be sought for
the Citizens depending on demand.
Through the Municipality – Banks partnership a set of tailor-made financial products for
Energy Efficiency will be sought.
The Municipality will provide direct access at local level to the grant schemes of the Ministry
of Energy, Commerce, Industry and Tourism.

Aradippou should be very careful to monitor and prevent “value chain breaks” as analyzed in the
SWOT analysis that follows. At the same time the Municipality should strengthen the One-Stop-Shop
with additional staff that will serve Citizens.
The INNOVATE One-Stop-Shop will succeed when Citizens start to invest with deep Energy Efficiency
actions, in a stepwise manner in their houses by using the One-Stop-Shop’s infrastructure
(information and connections with suppliers and banks) and tools (tailor made products, financial
tools, technical assistance).
While for the INNOVATE project our aim is to enable Deep Energy Efficiency Investments for
10 single houses by the end of the project, the INNOVATE One-Stop-Shop will succeed when its
operation becomes sustainable, supporting Energy Efficiency investments for the whole town of
Aradippou and the wider Larnaka District.
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6. CHECK YOUR ACTION – SWOT Analysis
6.1 SWOT analysis

Table 5. SWOT Analysis

6.2

Strong points

1. Political Vision of Aradippou to become a net-zero energy Smart City
The Mayor of Aradippou has the political vision for Aradippou to become a net-zero energy
Smart City. The Mayor has consistently supported the materialization of its vision since its
initiation in 2013.
2. Aradippou is an active member of Energy Cities
Since 2014, Aradippou is an active member of the European Association of local authorities in
energy transition, Energy Cities. Through its membership of Energy Cities Aradippou actively
participates in activities in energy transition, learning from larger and more experienced Cities
but also providing to fellow members of the Association its own innovative contributions.
3. Knowledgeable and experienced In-house Experts.
A knowledgeable and experienced in-house Consulting team works closely with the
Management and the Technical Services of the Municipality, advises the Mayor and presents the
progress of Clean Energy and Energy Efficiency projects to the Municipal Council.
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4. A Consortium of highly motivated and strong partners
Aradippou Municipality has developed a Consortium of highly motivated and strong partners
working closely with the Municipality and the Citizens. These partners are:
(i)
Ministry of Energy, Commerce, Industry and Tourism
(ii)

Larnaka Chamber of Commerce and Industry
Through its members the One-Stop-Shop will be able to provide tailor-made products.

(iii)

Electricity Authority of Cyprus

(iv)

Pedagogical Institute – Ministry of Education

(v)

Cyprus Cooperative Bank
Co-development of specialized financial instruments.

5. Smart City Aradippou Strategic Investment Programme
Aradippou has developed and implements the Smart City Aradippou Strategic Investment
programme. The programme developed in-house in cooperation with the partners of the
project aims to mobilize 50 million eur in Clean Energy investments.
6. Collaboration within the INNOVATE project
The collaboration and exchange of ideas and information within the INNOVATE project
further strengthens the capacities of Aradippou.
7. Trusted relations between Citizens and the Municipality
Citizens trust the Municipality and express strong interest to consider investment proposals
prepared by the EU Affairs Office through EU programmes.
8. Aradippou is a small, flexible and well managed town.
Due to its small size and due to a large number of single houses, Aradippou is very flexible to
test innovative financing solutions in Energy Efficiency.
9.

Smart City Aradippou Soft Loan ( http://www.aradippou.org.cy/index.php/en/europrograms/aradippou-eu-smart-city )
In collaboration with its partners, Aradippou has already launched a soft loan for
photovoltaics. Through this effort Aradippou has developed a solid infrastructure which can
be used as a starting point for Energy Efficiency actions.
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6.3 Weak points
1. Requirement to hire additional stuff for supporting Citizens’ needs
As activities in Energy Efficiency and Clean Energy grow, additional stuff that will support
Aradippou projects are needed. The new stuff will be focusing on the support of Citizens’
needs along the whole value chain of Energy Efficiency services.

6.4 Opportunities
1. Establishment of a state-of-the-art One-Stop-Shop for Energy Efficiency and Smart City
Solutions
Aradippou has all elements needed to establish a state-of-the-art One-Stop-Shop for Energy
Efficiency and Smart City Solutions. Availability of financing from both government funds
and banks allow for customized solutions for Citizens. The One-Stop-Shop will be helping
Citizens from the very beginning to the completion of an Energy Efficiency, Clean Energy or
Smart City project. The One-Stop-Shop will be coordinating the whole value chain bridging
market gaps wherever necessary with respective actions.
2. Mobilization of large investment funds
With capacities strengthened and based on its Smart City Aradippou Strategy, the town can
mobilize large investment funds exceeding 50 million eur. in Photovoltaics and Energy
Efficiency actions that will contribute to the protection of the environment and strengthen
the local economy especially during a period of economic crisis.
3. Expansion of Aradippou best practices to cover the whole District of Larnaka and Cyprus as
a whole
Aradippou serves as a pilot town for the wider District of Larnaka and Cyprus as a whole.
Success of the best practices followed by Aradippou in promoting and enabling Energy
Efficiency investment actions can easily be expanded in order to cover the whole District of
Larnaka and Cyprus.

6.3

Threats

1. “Breaks” along the value chain
The model followed by Aradippou Municipality is a Distributed model encouraging existing
market players to perform towards Energy Efficiency investments. In contrast with a Central
approach, the Municipality does not hold vertical control along the value chain trying to
exploit existing structures without market distortions. Despite its simplicity and speed, the
Distributed model is vulnerable to “breaks” along the value chain. This can be due to the
underperformance - or performance below expectations - of one or more of the private
partnering institutions with executing/market power. As an example the interest rates of a
bank may be higher than expected causing delays to the launch of financial products.
Problems can also happen if the quality of the work of specific contractors does not meet
the expected standards causing mistrust and anger to the Citizens. These and other similar
risks which are outside the control of the Municipality can affect negatively the reputation
and progress of the programme.
42 INNOVATE \ WP2 \ task 2.1 \ market gap analysis

6.4 SWOT conclusions
Aradippou will use its strong position due to the political determination of the Mayor and the
Technology and Management know-how of the Management of the Municipality, the in-house
Experts team and the strong network of partners, in order to launch a state-of-the-art One-StopShop for Energy Efficiency and Smart City Solutions. The INNOVATE One-Stop-Shop of Aradippou
Municipality will mobilize a large amount of investments in Energy Efficiency and Clean Energy,
helping the town to become a net-zero energy town and contributing to whole Cyprus in order to
achieve our national energy savings goals. We expect that the Municipality’s team will be
strengthened with additional staff to support Citizens’ needs. Towards achieving its goals, the
Municipality must be very careful in monitoring the Quality offered by its private partners, acting as
a catalyst and coordinator that connects together the mechanics of the whole value chain in order
for it to perform.
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