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Structure of the Stock

The available housing stock in Latvia is rapidly aging and depreciating. Dealing
with the building stock is one of the most difficult issues in the country’s fur-
ther transition to a market economy. Achieving climate neutrality in the build-
ing stock by 2050 through energy refurbishment must be combined with solv-
ing some other fundamental issues, such as the availability of affordable and
quality housing, thus encouraging residents to remain in the country and in-
creasing their mobility.

Approximately 1.4 million buildings with a total area of 206.56 million m?
are registered in the country. Of all buildings, 363,900 are residential buildings
totaling 91.08 million m?. About 285,000 buildings are heated. The number of
single-family houses is the largest (309,900; compare this to 13,938 two-fam-
ily houses), but by area this is only 17.6 percent. Multifamily buildings (three
or more dwelling units) represent the largest proportion of the total area (51.55
million m?) with 24.9 percent, although they represent only 2.81 percent of the
total building stock (39,400 buildings). Almost half of the residential build-
ings (44%) are in the capital Riga and its surroundings (Pieriga). In the very
sparsely populated southeastern region of Latgale, bordering Russia and Be-
larus, the number of single-family houses is larger than in Riga’s surroundings.
The number of non-residential buildings (roughly 1 million) indicates that only
18.5 percent of all non-residential buildings are concentrated in Riga (about
74,000) and the other eight so-called large cities of Latvia (111,000). Of the non-
residential buildings, only 108,000 are heated.

A large proportion (44.5%) of the multifamily buildings were built before
1941. Of these, more than 8,600 buildings have exterior walls made of wood.
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Buildings constructed in the postwar years (1941-1960) were characterized by
good quality, and in the housing sector, mainly brick buildings were built as
part of the standardized Stalin-era projects.

Majority of outdated standardized multifamily buildings

Most of the buildings were built during the Soviet period and before 1992 (51%).
The Soviet buildings were mostly built of industrial prefabricated construction
in various typical building series, before the time when thermal requirements
were significantly increased, and thus these buildings exhibit a very low level
of energy efficiency.

Most of the various typical construction series (fig. 1) were built in the pe-
riod from the 1960s to the beginning of the 1990s. Clay bricks, aerated concrete
and, claydite concrete are materials widely used in external walls. Later, several
special projects were carried out, and construction of reinforced concrete and
claydite concrete large-panel buildings predominated.

The Association of Management and Administration of Latvian Housing
(AMALH), the largest and most experienced interest group of municipal and
private housing management companies, points out that some construction
series have already reached their originally projected lifespan. The serial build-
ings typical of the 1950s and 1960s, the so-called “Khrushchyovkas” and “Brezh-
nevkas” are technically and morally worn out. Most of the other building types
will follow the same fate in this decade and the next. This issue, which affects a
large proportion of homeowners, has thus far not been sufficiently addressed
in terms of building physics, economics, and social consequences, and appro-
priate strategies for dealing with it have not been developed (Dzedulis 2020).

After gaining independence in 1991, the construction rate for new homes
has never again reached that of the socialist era. Only about 10 percent of all
residential buildings were built after 2003. Of the multifamily buildings, only
3 percent were newly built after 2003 (4.4% after 1993). Only buildings con-
structed after 2015 meet the currently valid thermal requirements, although
buildings constructed between 2003 and 2015 come close to meeting them
(Ministry of Economics 2015).
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Sociodemographic Issues

Low population density

Population density in Latvia at the beginning of 2018 was thirty persons per
km?. The area of Latvia is 64,600 km?*, which is practically equivalent to the total
area of five smaller EU countries (Belgium, Slovenia, Luxembourg, Cyprus, and
Malta): 63,100 km?. At the same time, the population of Latvia in 2017 was 1.95
million, whereas the combined population of Belgium, Slovenia, Luxembourg,
Cyprus, and Malta was 15.32 million. The number of inhabitants in Latvia is
roughly equivalent to that of the cities of Hamburg or Vienna. By 2050, a fur-
ther population decline to 1.4 million inhabitants is forecast. After Latvia’s in-
dependence, the housing market changed radically and has remained in an un-
stable and deformed state for about thirty years.

Deformed housing market: homeowners predominate, rental relationships

mainly in the shadow market

Like many former Communist countries in Central and Eastern Europe, home
ownership is by far the dominant tenure in the Latvian housing market. The
privatization of the housing stock in the 1990s had the result that just over 7 out
of 10 Latvian households live in housing that is owned outright (i.e., without
an outstanding mortgage or housing loan), which is well above the OECD
average of just under 43 percent. Fewer than 9 percent of Latvian households
live in owner-occupied housing with a mortgage, which in turn is significantly
lower than the OECD average of almost 25 percent.

Meanwhile, Latvia’s rental market, consisting of both private and subsi-
dized rentals, is very small from an international perspective, representing
around 12 percent of all household tenures; the rental housing makes up on
average 28 percent of housing tenures in the OECD. There is, by extension, a
sizeable “shadow” rental market in Latvia, though there are no data to indicate
the size of this segment of the market. Lithuania, Slovakia, Hungary, Poland,
Slovenia, and Estonia have a broadly similar housing tenure structure. With a
share of 0.4 percent of the total housing stock in 2016, Latvia has the smallest
social housing stock in the EU (8% on average). There are currently 7,000
people waiting for housing.
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Housing situation often difficult and in poor technical condition
At the request of the Latvian government, the OECD analyzed the Latvian
housing market in 2019 and 2020 and made recommendations for an afford-

able housing policy.

Latvian households currently do not spend much on housing costs on av-
erage. Expenditure on housing and utilities is around 21 percent of the final
consumption in Latvia and compares to the OECD average of around 23 per-
cent. However, the low spending masks another challenge: poor housing qual-
ity. In many cases, basic sanitation facilities in 2017 are missing. In addition,
some 15 percent of Latvian households suffer from “severe housing depriva-
tion.” Eurostat (n.d.) defines severe housing deprivation as living in a dwelling
with overcrowded conditions in addition to at least one of the following hous-
ing deprivation measures: leaking roof, no bath/shower and no indoor toilet,
or a dwelling considered too dark. OECD countries with a high rate of severe
housing deprivation tend to be dominated by homeowners. In Latvia, nearly 60
percent of the “severely deprived population are homeowners, while 25 percent
are renters, either in the private market or in subsidized housing.

Lack of affordable housing limits society
There is another challenge that is not immediately obvious from the typical
housing affordability indices: Most Latvians cannot afford a mortgage to buy

a home—meaning that many renters cannot afford to become homeowners,
and many homeowners cannot afford to move. Across the country, fewer than
half of Latvian households could afford a new mortgage on a 50 m* apartment,
while only one third could afford a mortgage on a 75 m* apartment. The OECD
calls this group the so-called “missing middle” households and sees them fac-
ing the following challenges: “The first is that the housing market lacks afford-
able rental housing alternatives that would typically be available to lower- and
lower-middle income households who may not be able to afford a mortgage to
purchase a home. The second is that the large share of homeowners (who are
ineligible for existing housing support) live in housing of poor quality and are
not able to afford the costs associated with maintenance or upgrades” (OECD
2020:51). This results in a situation where around 44 percent of all households
(equals 1/3 of population) are too rich to qualify for social housing and the hous-
ing benefit, and too poor to afford a mortgage. As a result, the Latvian govern-
ment is currently working on the issue of housing affordability, planning vari-
ous programs to increase the supply of affordable housing and completing a re-
form of the outdated tenancy laws. Another issue related to population decline
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and internal population migration from the provinces to the Riga metropoli-
tan region is the vacancy rate of flats. The Housing and Population Census 2011
(CSB 2011) found another factor influencing the structure of the housing stock.
One in five dwellings has no permanent occupant or is unoccupied. One chal-
lenge will therefore remain: How does one deal with housing stock that is no
longer needed and who bears the costs for its removal?

Governmental Targets for Housing Decarbonization

Latvia's medium- and long-term climatic objectives are presented in the Na-
tional Energy and Climate Plan 2021-2030 (NECP), which also contains in-
formation on the housing stock and decarbonization (NECP 2018). This docu-
ment has priority over the Long-Term Strategy for the Renovation of Buidlings
(LTRS). Both documents were submitted to the EU Commission in 2020. The
goals to be achieved in the new EU funding period 2021-2027 are included in
the National Development Plan of Latvia for 2021-2027 (Latvijas Nacionalaja
attistibas plana 2021-2027, NAP2027).

Latvia intends to achieve climate neutrality by 2050. Policies and measures
described in the NECP are focused mainly on the transport and building sec-
tors, as well as on the heating and cooling sector. The implementation of these
measures will largely depend on available EU funds, as has been the case over
the past decade. This dependency so defined brings some uncertainty into na-
tional planning and related subordinate documents.

In terms of the energy efficiency of buildings, Latvia plans to improve the
energy efficiency of the entire residential building stock. For buildings, an av-
erage heat consumption of 120 kWh/m?/year in 2030 is foreseen for the heat-
ing supply. Explicit renovation targets (NECP 2018) are, in particular, the re-
furbishment of at least 2,000 apartment buildings and at least 5,000 single-
family houses by 2030.

Even though the number of multifamily buildings renovated annually
has been lower so far and renovation of private single-family houses has only
recently been supported at all, this goal seems realistic. However, this will
not be enough to decarbonize the building stock by 2050, and it does not
adequately reflect the energy-saving potential of the building sector in Latvia.
It is assumed that by 2050, due to the age and depreciation of the stock, 30
percent of the residential buildings will no longer be fit for refurbishment. The
LTRS and other documents indicate that 30 percent of the building stock is to
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be renovated per decade. The necessary investments for all types of buildings
by 2050—which, depending on their area, range from €200/m? to €400/m?
in consideration of current construction costs—amount to approximately €19
billion. Table 1 shows the financing gap for residential buildings.

Table 1: Funding Gap for Apartment Buildings (source: LTRS)
Total Funding Gap for Residential Apartment Buildings

Variables Values
Total number and area of apartment 38,600
buildings 54.4 million m2
Number and area of apartment houses 27,000
where it is possible to carry out cost- 37.8 million m2

effective recovery

Cost of energy efficiency improvements
and other emergency renovation works €200/m?

Total financial need €7.54 billion

Proportion of houses potentially interested

in energy efficiency measures 60%

Total investment cost (actual financing €4.52 billion

needed) (60% of €7.54 billion)

Potential funding required over 10 years €1.5 billion (1/3 of total investment)

For the approach to energy retrofitting, the Latvian government has de-
fined a cost-effective approach based on Article 5 of the European Directive on
the Performance of Buildings (EPBD) Directive 2010/31/EU. In practice, this
means that 60 to 70 percent of Latvia’s housing stock can be renovated in a cost-
effective way. This is approximately 25,000-27,000 multifamily buildings, or
about 37 million m?*. The NAP2027 plans improvements to the energy efficiency
of 40,000 flats for the current funding period (CSCC 2020), which corresponds
to approximately 800 apartment buildings (assuming a flat size of 50 m?). This
would result in renovation of 2 million m?* in total. It is also planned that 10,000
new apartments will be built each year by 2027 within the framework of the
plan. Furthermore, considering that according to surveys 60 percent of the flat
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owners are interested in refurbishment with EU cofinancing, 4,860 apartment
buildings can be set as the primary target (30% per decade corresponds to 8,100
apartment buildings).

To achieve this primary goal, investments of €1.5 billion would be neces-
sary. In the NAP2027, €163,125 million are indicatively foreseen as available for
the renovation of residential buildings. Combined with the same amount of
commercial loans, this would result in a financing budget of €326 million. The
10-year financing gaps for private houses (€1.54 billion) and municipal build-
ings (€1.63 billion), in addition to the technical and socioeconomic challenges,
also affect Latvian society.

Latvian citizens cannot rely on an institutionalized housing sector due to
mass privatization. Dealing with this situation will occupy society for many
years to come and makes the challenges of decarbonizing the building sector
seem both an opportunity and a curse. Although it has so far not been consid-
ered, the need to regard urban neighborhoods in their entirety and to develop
suitable concepts for them comes into play here, both for the sake of decar-
bonization and for socioeconomic reasons.

Refurbishment Rate

As a result of the mass privatization of housing, the management, care, and
maintenance of housing in the country also had to be reorganized. In this
protracted process from the mid-1990s to the mid-2000s, relatively little was
invested in the renovation of multifamily buildings. The fragmented owner-
ship structure did not allow for holistic renovations and the owners mainly
implemented individual measures, especially the replacement of windows
and apartment entrance doors. In many cases, this did not significantly im-
prove the energy situation, and these measures were often accompanied by
additional structural problems, such as the formation of mold.

State support in a noticeable and continuous approach for more energy ef-
ficiency in residential buildings started in Latvia only after accession to the EU
in 2004. Due to the complicated situation in the new member states result-
ing from mass privatization of the housing stock, the EU opened access to EU
structural funds and thus made it possible to finance energy-efficient renova-
tions in apartment buildings. For Latvia, this meant ending years of reluctance
to support homeowners and paying more attention to the issue of energy effi-
ciency of buildings.
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In the first financing period from 2007 to 2013, a first state support program
for the refurbishment of multifamily buildings was launched. After several
years of preparation for the program, the Latvian Investment and Develop-
ment Agency (LIAA) finally coordinated the first funding program, which was
officially regarded as an initial start so as not to set expectations too high. Of
the planned funding of €77.8 million, €63.2 million could be used during the
funding period. Of 1,365 project applications submitted, 741 buildings were
renovated. The investment costs of the completed projects amounted to €149.7
million.

In the following funding period from 2014 to 2020, the state financing in-
stitute ALTUM, established in 2013, took over coordination of the funding pro-
gram for energy efficiency in residential buildings. The submission of projects
was launched in September 2016 and these will be implemented by December
31, 2022. Applications for 989 projects for an indicative amount of €420 million
have been submitted throughout Latvia since the beginning of the program in
spring 2016. Within the framework of the measure, construction works have
been completed in 264 buildings; there are 51 multi-apartment houses in the
renovation process, while the other projects submitted are at different stages
in the preparation of the project. The Latvian government recently allocated
an additional €35 million budget for the renovation of apartment buildings,
which will cover the potential gap between the funding periods, and some 138
additional buildings will be renovated.

Consequently, the renovation rate in Latvia is very low despite these efforts.
Only about 1,000 apartment buildings have been comprehensively renovated
since Latvia’s independence and, as can be seen here, mainly only after 2009.
The renovation rate in the last ten years was therefore around 2.5 percent, with
large annual fluctuations due to the discontinuous provision of subsidies. The
annual refurbishment rate is therefore far below 1 percent, and increasing this
remains a very big challenge for Latvia in the coming years and decades.

As mentioned above, Latvia has set a target to renovate 2,000 residential
buildings in ten years (2021-2030), which corresponds to a renovation rate of
5.2 percent (= 0.52% annually for 38,600 buildings or 0.74% for 27,000). The
term “refurbishment rate” is defined in the NAP2027 for the first time ever as a
new indicator, for which there is no data yet to allow setting a baseline and tar-
get values. For the base year 2021, the target values for 2024 are 2 percent and
for 2027, 3 percent (as the share of renewed housing compared to total hous-
ing numbers per year). A “renovation wave” for the country is hugely important
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economically. This sector clearly requires more attention than before, includ-
ing a more precise definition of the renovation rate to be achieved.

Energy Efficiency Standards

The energy consumption of the building sector (households) accounts for up
to 30 percent of the total energy sector, so the building sector has significant
potential for achieving overall energy-efficiency targets. Most existing build-
ings have a high level of energy consumption, along with a significantly lower
thermal performance than could be provided by currently available technolo-
gies. Most of these buildings will be in operation for a considerable period, so
a complex renovation of these buildings, which would improve their energy
efficiency, is important. However, the existing depreciation of residential and
non-residential buildings should also be emphasized. According to the data
provided by the State Land Service, the total percentage depreciation of res-
idential buildings is 38.9 percent, while the depreciation of non-residential
buildings is 41 percent.

Latvian legislation took several years to replace Soviet building standards
and gradually raise thermal standards. Only since 2015 have there been stricter
requirements for the building envelope. The Cabinet of Ministers Regulation
on Energy Certification of Buildings (2013, amended 2015) introduced six en-
ergy efficiency classes and defines energy efficiency requirements for reno-
vated buildings. Above the stated treshold level for heating (Class F, above 150
kWh/m? /year) buildings need energy performance improvement measures.

In April 2014, the requirements of the recast Directive 2010/31/EU were in-
cluded in the National Construction Standard. This has been followed by a
new construction standard (in force as of 2020). The new standard directly
incorporates the energy performance requirements (in kWh/m?/year) for
new and reconstructed or renovated buildings. In turn, the objective of the
adjusted maximal U values is to eleminate the design of unsafe construction
elements.
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Figure 1+ 2: A typical Series 104 apartment building from the 1970s before and after refurbishment

(more than 60% energy savings). The building in Jelgava was one of the first to undergo complex re-

furbishment and received the award in the “The Best Energy Efficient Building in Latvia” competition

in 2010.

Source: Knut Héller.

From 2021 onwards, newly constructed residential buildings must be
nearly zero-energy buildings and the allowed level of energy efficiency of
apartment buildings that are renovated is </= 80 kWh/m?/year (single-family
houses </=90). So far, Latvia has little practical experience with nearly zero-
energy buildings, mostly in the form of pilot projects. This development is to
be further supported with funding programs. The benchmark for renovated
buildings, on the other hand, does not seem very ambitious. In practice,
higher savings have been achieved in many cases, which would make even
lower target values seem realistic. If the average energy consumption was 165
kW/h/m”[year, then it was, on average, 67 percent lower, or 54 kWh/m?/year
after the refurbishment work.

Since 2010, the Law on the Management of Residiential Buildings has been
in force in Latvia. Pursuant to Article 8 of the law, a “house file” shall be estab-
lished for each residential building. The house file may be in hard or electronic
form and includes technical documentation, such as a technical passport
(plans, schemes), project documentation, energy passport and energy plan,
and findings from a technical survey of the house. Other information relevant
to the administration and management of the residential building may be
included in the house file.

Thereis also Cabinet Regulation No. 907 of September 28, 2010, “On survey-
ing, technical maintenance, current repairs and minimum requirements for
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energy efficiency of a residential house,” which lays down minimum require-
ments for ensuring the energy efficiency of a residential building. Pursuant to
this regulation, the manager of a residential house is obliged to plan energy-
efficiency improvement measures if the average thermal energy consumption
of the residential house exceeds the requirements laid down in the regulation.

Especially in residential housing, with its atomised ownership structure,
the work of administration managers and providers of maintenance services
is very important. Admininistration managers have an increasingly important
role to play in the planning and implementation of refurbishment projects.
Latvia has taken this into account by introducing compulsory training for ad-
ministrators and obilgatory qualifications, which is not yet common interna-
tionally.

Financing Tools

The main financing instrument for energy refurbishment of residential build-
ings is a combination of subsidies and commercial loans. The subsidies consist
of EU funds (85% majority) and state budget funds. The available budgets are
closely linked to the EU structural fund periods. This has so far periodically
led to a certain discontinuity in the provision of funds and to a market stand-
still. As mentioned above, the state financing institute ALTUM is responsible
for coordinating the state funding program for the refurbishment of multi-
family buildings and for providing the funding. The funding policy itself and
the funding program are the responsibility of the Ministry of Economics, while
the Ministry of Environment and Regional Development is responsible for the
public buildings. It remains a major challenge for the Latvian government, in
cooperation with commercial banks, to offer financing that motivates home-
owners to make energy-efficient renovations. Ideally, the financing of the re-
furbishment is possible through the saved energy costs and at the same time
the subsidy share is reduced and thus a larger number of buildings are refur-
bished.

So far, the involvement of private actors in the refurbishment of multifam-
ily buildings, although one of the government’s goals, has not worked. The use
of ESCOs (Energy Saving Companies) despite various efforts, has not been suc-
cessful so far, and obviously these are difficult to apply in housing retrofits. In
order to motivate homeowners to participate in the state subsidy program for
the renovation of multifamily buildings and to overcome the first and essen-
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tial hurdle of the application, some municipalities support preparation of the
necessary documents, such as the energy audit and the technical project. The
cofinancing can be up to 50 percent but not more than €1.75/m”. Since the de-
cision to renovate must be made by a majority of all homeowners together in a
homeowners’ meeting, this support is very important. Another instrument for
the municipalities is the granting of tax allowances for owners in renovated
buildings.

Policy Tools

The instruments currently used and those that will be used in the future are
a mix of investment support, regulation, information measures, and the pro-
motion of research and development. The most important policy instrument
in the housing sector is the use of EU funds together with state funds to en-
courage residents to obtain (mainly commercial) loans to carry out complex
energy efficient refurbishments. This instrument will remain the main driver
for refurbishment and can be further optimized and adapted by the Ministry of
Economics, the financial institution ALTUM, municipalities, and social inter-
est groups—that is, they can work to gradually reduce subsidies, extend matu-
rities, et cetera.

The obligatory “house files,” which provide information on the condition of
the buildings and are constantly updated, and certain safety measures, such as
regular, legally prescribed inspections of the heating and ventilation systems
by owners or owners’ associations, can contribute to raising awareness among
homeowners.

A proven and successful tool is the campaign “Let’s live warmer!” (“Dzivo
siltak!”), launched in 2010 by the Ministry of Economics when the first state
support programme for the renovation of multifamily buildings started. The
communication campaign, which was developed to promote energy efficiency
in buildings in Latvia, also involves industry associations, companies, and
experts. In addition to the administrative and organizational issues in respect
to applying for projects and managing multifamily buildings, the information
campaign also regularly informs people about quality standards, technolo-
gies, and the latest developments in building refurbishment. During the
campaign’s ten years of existence, several conferences, seminars, workshops,
discussions, and publications have been organized at national, regional, and
local levels. Two-way communication via social networks was established,
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enabling direct communication with citizens. The Ministry of Economics or-
ganized seminars, conferences, and various discussions, and participated in
fairs and exhibitions. The campaign’s success can be measured by the steadily
increasing number of project applications submitted for funding (Ministry
of Economics, n.d.). As part of the campaign, the competition for the “Most
Energy Efficiency Building” (Konkursa Energoefektivaka, n.d.) has been held
regularly since 2011, judging buildings renovated in the previous year.

Related Measures

In addition to renovating that part of Latvia’s housing stock that can be sus-
tainably renovated, increasing the availability of affordable housing and thus
building new apartments and developing a rental housing market are a parallel
major challenge for the country.

To expand the housing market on the supply side, more subsidies are re-
quired to attract investors for new, energy-efficient (rental) homes, and long-
term reform of the rental law must be completed. The Latvian government ex-
pects that once the obstacles in the rental market have been removed, around
€600 million will be invested annually in new and energy-efficient buildings.
New buildings and renovations of social housing are also to be subsidized
with state and municipal funds to support low-income people and those on
the waiting lists for housing.

The funding and guarantee program for young families to improve access
to residential property is to be geared more toward the purchase of energy-
efficient apartments. With additional funding, more energy-efficient apart-
ments are to be purchased than previously vacant apartments in the prefabri-
cated buildings.

As part of the national development plan (NAP2027), the increase in the
energy efficiency of private houses is to be considered for the first time. Both
the legal and financial framework conditions must be created for this.

Conclusions, Challenges, Limitations, Reality
of Plans for Decarbonization

The performance of Latvia in respect of housing decarbonization is still modest
in consideration of national targets as well as when compared to European in-
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dices, but insufficient in view of the goal of net zero emissions by 2050. Latvia
continues to manage a difficult legacy that started thirty years ago with the
mass privatization of poorly maintained and energy inefficient housing, which
led to little progress in improving energy efficiency in buildings until recent
times due to years of delay.

In the meantime, the basics have been laid for the mobilization of home-
owners on the one hand and the practical implementation of building renova-
tion by companies on the other. To achieve higher volumes and higher reno-
vation rates together with a further deepening of renovation, the inclusion of
renewable energy and innovations are necessary given the building sector’s al-
ready emerging limitations of capacity. For example, the approach of carrying
out serial refurbishment with prefabricated elements, which started in Esto-
nia and is also spreading in some countries in Western Europe, would increase
the renovation rate while at the same time providing opportunities for the local
wood processing industry.

Together with improving access to affordable housing for the population,
urban development could receive a new impetus. Integrated urban area devel-
opment and solutions for buildings that can no longer be renovated and whose
owners are abandoning them require optimized approaches that help to use
scarce financial resources in a more targeted way. The inclusion of EU funds
and the new possibilities offered by the EU Recovery Fund must be used even
more consistently for national decarbonization. Ultimately, the national build-
ing renovation that is now necessary can potentially give substantial and sus-
tainable impetus to the domestic economy and to local growth.
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