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The Elephant in the Room — Who Benefits from Public

Funding?

FEANTSA Reaction to the European Commission
Report on Energy Efficiency Financing in Europe

FEANTSA welcomes the recent publications on energy efficiency financing. The Report on
Energy Efficiency Financing in Europe sheds light on the very high investment needs in energy
efficiency and states that “limited public resources cannot cover all investment needs, so a

more efficient and tailored use of public resources must be sought.”

The assessment of EU public spending for energy efficiency and the energy performance of
buildings provides important data on the type and amount of public funding. However, the
distribution of funding is the elephant in the room. The report does not address how public

funding is distributed, nor whether it reaches those who need it most.
Current distribution of funding

Evidence from several Member States shows that untargeted public support for building
renovation increases with income, while the lowest-income households hardly benefit. Below,
we collected a few country examples illustrating the adverse distributional impacts of energy

efficiency financing.

Austria
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https://energy.ec.europa.eu/news/commission-reaffirms-its-commitment-boost-energy-efficiency-financing-2026-03-10_en
https://transparenzportal.gv.at/tdb/tp/menu_soFoerdertOesterreich_visualisierungsTool

Austria's energy efficiency and renewable funding show highly regressive patterns: support
stayed low in the lowest 3 deciles and then started to increase steadily with income. The
amount that arrived in the highest income decile was six and a half times larger than in the

lowest decile.
France

The MaPrimeRenov’ program in France is a rare example of a progressive large-scale energy
efficiency funding scheme in Europe, providing high support for the lowest income groups. The
level of support gradually decreases as income increases. However, after additional local
support and low-interest loans, the scheme still requires the poorest households to cover 5-
10% of total renovation costs, which could go up to six thousand euros, in case of complex
renovations. Low-income households struggle to cover daily costs, and rarely have significant
savings that could be mobilised, and are either not bankable or can only access very expensive

commercial loans.
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At the same time, higher income groups realise more energy savings thanks to the program:
with smaller funding, they could mobilise more and implement complex measures. Expenditure

on work remained steady and started to increase only in the highest income groups.


https://www.feantsa.org/files/Themes/Energy/2025/nbrp/webinar/Stop-a-Lexclusion-energetique.pdf

Renovation expenditure and support by income decile
under the MaPrimeRénov’ scheme 2023

20000
15000 /
10000
5000
0
Do1 D02 D03 D04 D05 D06 D07 D08 D09 D10
e Amount spent on works € e MaPrimeRenove support €

Source: Anah

Consequently, while MaPrimeRenov is designed to be progressive, it fails to genuinely include
the lowest-income households due to the requirement of up-front payment. In terms of
outcomes, it successfully mobilises private finance, but in terms of energy savings, impacts are
regressive as only the highest income groups can mobilise larger amounts, leading to higher

savings.

Germany

Receipents of renovation support by income, Germany, 2024
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In Germany, 41% of support for complex building renovation reached the richest income group,

while the poorest did not benefit at all.
Hungary

While there is no data available on the distribution of energy efficiency funding. However, due to


https://www.statistiques.developpement-durable.gouv.fr/media/7914/download?inline

post-financing mechanisms and eligibility criteria excluding the lowest-income groups, support

is not accessible for those who need it most.
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Italy’s Superbonus also followed a highly regressive pattern, highlighting the inherent

regressivity of tax-based schemes.
Why is proper targeting so crucial?

The European Court of Auditors further confirms that the effectiveness of public funding for
energy efficiency is undermined by insufficient targeting. EU-funded investments are not clearly
linked to actual needs, and some supported projects would have been implemented even

without public support.

This raises concerns about the additionality and efficiency of public spending. When subsidies
are not directed towards those who would otherwise be unable to invest—such as the lowest
income households —they risk subsidising investments that would have taken place anyway,

while leaving the most vulnerable behind.

This is not only socially unjust; it also weakens the effectiveness of public spending and

undermines the role that blended finance and other financial instruments could play.

On the one hand, non-targeted, generous grants make repayable support unattractive: who
would choose repayable support if non-repayable grants are available? On the other hand, the
low uptake of blended finance is also linked to the financial insecurity of households and

institutions, who therefore need adequate additional support.

That is why targeting is so crucial. Public support needs to be carefully tailored: providing full


https://habitat.hu/sites/lakhatasi-jelentes-2025/wp-content/uploads/sites/16/2025/11/Habitat_EvesJelentes2025_3fejezet_2511103.pdf
https://doi.org/10.1016/j.erss.2025.104161
https://www.eca.europa.eu/ECAPublications/SR-2025-07/SR-2025-07_EN.pdf

support for the poorest households, while gradually introducing blended finance in line with
households’ financial capacity and real-life energy saving potential, to ensure repayment

capacity.
Further considerations

While the report acknowledges multiple benefits of energy efficiency, it fails to mention its
positive impact on health. Research shows that investment in the worst and coldest homes
occupied by the lowest-income households delivers rapid returns through health savings and

generates higher returns compared to public spending on middle- and upper-income groups.

Regarding EU funding, distributive impacts remain problematic. Even cohesion funds aimed at

reducing inequalities fail to reach the poorest households. The highly regressive Italian

Superbonus was financed under the Recovery and Resilience Facility, which is cited in the text

as a key funding source for energy efficiency.

The Report on energy efficiency financing mentions the Social Climate Fund but does not state
that it should be earmarked for the most vulnerable groups. Furthermore, the size of the Social
Climate Fund is far from sufficient to cover the renovation needs of the lowest-income
households: investment needs for renovation of low-income households in 10 Southern and
Eastern European Member States amount to EUR 140 billion, while the total size of

the Social Climate Fund is 86.7 billion.

The report rightly states that “grants should support specific social or sectoral needs, such as
vulnerable households, micro-enterprises or the worst-performing buildings, while financial
instruments should be mainstreamed, covering other areas and maximising the impact of
public funds.” It also suggests that, to maximise the impact of public funding for energy
efficiency investments, Member States should increase the use of financial instruments and
reduce their reliance on grants, while continuing to use grants to address market failures and

ensure social inclusion.

However, the current proposal for the next EU budget does not reflect this principle, as there is
no mechanism ensuring the EU energy efficiency financing reaches the lowest-income

households and worst-performing homes.

Earmarking within the EU budget is crucial in this regard, ensuring that public EU funding for
energy efficiency is distributed in line with the Commission’s recommendations to Member
States, namely earmarking grants for vulnerable groups. Article 17 (18) of the EPBD and articles

8 and 23 EED clearly require prioritising vulnerable households with funding and energy savings.


%5bhttps:/www.eurofound.europa.eu/en/publications/all/inadequate-housing-europe-costs-and-consequences%5d(https:/www.eurofound.europa.eu/en/publications/all/inadequate-housing-europe-costs-and-consequences)
https://cdn.friendsoftheearth.uk/sites/default/files/downloads/Left_out_in_the_cold_full_report_v3.pdf%5d(https:/cdn.friendsoftheearth.uk/sites/default/files/downloads/Left_out_in_the_cold_full_report_v3.pdf)
%5bhttps:/iea.blob.core.windows.net/assets/28f84ed8-4101-4e95-ae51-9536b6436f14/Multiple_Benefits_of_Energy_Efficiency-148x199.pdf%5d(https:/iea.blob.core.windows.net/assets/28f84ed8-4101-4e95-ae51-9536b6436f14/Multiple_Benefits_of_Energy_Efficiency-148x199.pdf)
https://www.delorscentre.eu/en/publications/detail/publication/how-to-refocus-regional-policies-in-the-eu
https://www.delorscentre.eu/en/publications/detail/publication/how-to-refocus-regional-policies-in-the-eu
https://doi.org/10.1016/j.erss.2025.104161
https://doi.org/10.1016/j.erss.2025.104161
https://ieecp.org/wp-content/uploads/2023/01/summary-IEECP-Socially-Just-homes.pdf
https://ieecp.org/wp-content/uploads/2023/01/summary-IEECP-Socially-Just-homes.pdf
https://commission.europa.eu/strategy-and-policy/eu-budget/long-term-eu-budget/eu-budget-2028-2034_en

Prioritisation must be implemented and enforced to ensure that energy savings and energy
efficiency financing reach, in priority but at least proportionally, vulnerable households, which

is not the case currently.
Recommendations

Distribution of funding should be considered, and efforts to leverage private finance should be
matched with guaranteed funding for the lowest-income groups. For reaching equitable

distribution, we suggest the following:

e Member States and EU institutions need to assess the distributional impacts of their
funding measures

e If the distribution is regressive, funding schemes must be adjusted to create a more
equitable distribution.

e The proposal on the next EU budget must ensure that the energy efficiency funds are
arriving in priority and at least proportionally for vulnerable groups, as prescribed in
Article 17(18) of the EPBD and articles 8 and 23 of the EED.

o Article 17(18) of the EPBD and articles 8 and 23 of the EED must be enforced at the
national level as well.

e Member states should earmark a proportional share of public funding for the low-
income households, covering 100% of upfront costs, based on needs assessment.

e Sliding-scale grants and loans for lower- and middle-income households need to be
introduced, reflecting their financial situation, and including safeguards.

e Sufficient resources need to be allocated for lower-income households to avoid over-
indebtedness.

e Only the minimum necessary public funding for upper-middle-income groups needs to
be allocated to leverage private finance.

e Private finance should become the primary source of investment for the highest income
groups.



