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Exploring Multi-dimensional Nature of Poverty in Slovakia:
Access to Energy and Concept of Energy Poverty®

Daniel GERBERY — Richard FILCAK**

Abstract

Poverty is a multi-dimensional phenomenon, witdo@plicated nature, roots
and multiple impacts. Although generally missinghia mainstream definitions,
access to energy has become an increasingly impioaspect of this poverty.
In modern societies access to energy is a basiditton for full participation.
In this context, even short-term deprivation resuft serious difficulties for
the people affected. In the article we discuss dbecept of energy poverty
(its origin and problems with definitions), and &se empirical data indicating
the scope and impacts of the problem in the SI®egkublic. We suggest possi-
ble approach to defining energy poverty and offiest fempirical findings.
In conclusion we discuss methodological problemt whe conceptualization
of energy poverty and possible definitions, andimaitchallenges and further
research needs.

Keywords: energy/fuel poverty, housing costs, ability to f@yenergy, finan-
cial burdens

JEL Classification: D63, 132

Introduction

An elementary academic standpoint is that povisrey complex issue which
is not solely related to (very) low income. The tidimensional nature of pov-
erty has been studied in relation to such phenomasndeprivation, health, and
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participation in standard social activities, ete #nportant aspect in studying
this multidimensionality is access to energy, beangasic resource for life and
participation in modern societies. This is of spenportance for countries like
Slovakia where economic transformation has resuftesignificantly increased
energy prices (through privatization and liberdl@a and the purchasing power
of large social groups (single mothers, unemploypedsioners) has diminished.
These trends are reinforced by increasing laboukebanstability, the deepen-
ing of marginalization of certain population cateége and decrease in the capac-
ity of the welfare state and relevant actors terivene in social problems.

The consequences of high fuel bills and diffi@gdtiwith paying for energy
services in Slovakia have mainly been the objesbaefal research carried out as
a part of a general review of living conditions.policy discourse, the emphasis
has been put predominantly on the regulation ofgnprices, while other as-
pects of vulnerability (i.e., households’ indebtesl®y low quality of housing
conditions, and a combination of disadvantagesg haually been neglected.
Nevertheless, there have been attempts by NGOsasuttie Slovak Anti-poverty
Network, to draw public attention to these issués aim of this paper is ac-
cordingly to map the present situation in thisdjetontribute to discussion on
potential directions in analysing energy povertyl dao stimulate broader ap-
proaches to research on context and consequenbesisihg costs in Slovakia.

The paper has three parts. First we provide sewewf approaches to the
conceptualization of energy poverty and vulnergbilo energy costs. Within
this, available definitions and methodological aspén energy poverty research
are discussed. In the second part we focus on weh#th question of paying for
energy is a real problem in Slovakia and if sowvtmm. We offer empirical evi-
dence based on the latest available data fromth&w&vey on Income and Liv-
ing Conditions (EU SILC) and the Household Budgetv8y (HBS). Based on
the analyses of potential approaches and dataablailve suggest possible ap-
proach to defining energy poverty. Finally we foaumsthe key methodological
aspects in defining and measuring energy povertggercountry and explore the
need for further research.

Towards Conceptualization of Energy Poverty

Energy poverty research originally began in the UK, where studibshe
market liberalization of energy prices and growsgial inequalities resulted in
the inability of households to cope with increasamgrgy costs and subsequent
social and health impacts (Boardman, 1991; Clinotd Blealy, 2000; Alyin
et al., 2001; Healy, 2001; 2002a; 2003). The loistohy of this research in the
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UK, with a distinguished academii@ckground and growing policy interest
(e.g.The UK Fuel Poverty Strategy 200Aas provided important examples of
approaches to energy/fuel poverty and policy pecacti

Isherwood and Hancock (1979) provided one of ttet fefinitions of fuel
poverty, known as a twice-median concept. Relateithe share of households’
fuel spending, the authors defined households Wit fuel expenditure as
those spending more than twice the median on figelt and power (Walker,
Thomson and Lidell, 2012, p. 9). The twice-medianaept was driven primari-
ly by empirical considerations on spending pattérois the Family Expenditure
Survey 1978. Brenda Boardman’s work (1991) is agroltey contribution to
energy poverty research, which leads to the curederstanding of energy/fuel
poverty. Boardman set the 10% threshold, whiclhr lagzame the basis for an
official definition of fuel poverty in the UK; aceding to her analyses, fuel pov-
erty occurred when a household couldn’'t purchassjaate energy services
(particularly warmth) with 10% of its income (Boamdn, 2010, p. 22). In setting
the threshold, Boardman took into account the S8doaof households in the
lowest three income deciles (using data from theifyaExpenditure Survey
1988). Their average spending on energy represdt#dof their weekly bud-
get, compared to 5% for the whole population. Treghold was in line with the
former findings of Isherwood and Hancock, becausm@ing to their defini-
tion, disproportionate fuel expenditures (twice tmedian) were confirmed
among the households in the lowest three deciléd.)i Boardman’s conceptu-
alization of fuel poverty was not however a mattepure empirical calculation.
It relies on theoretical and methodological consitlens involving defined ele-
ments of fuel poverty, which influenced progresghia following periods.

The official definition of fuel poverty in the Ukgdopted by the government
and applied by relevant actors, represents a lasisegularly published fuel
poverty statistics and fuel poverty reports. Thénitéon is the subject of a re-
cent discussion and critical review (Hills, 2012dave will come to this point
later. Fuel poverty is presently defined in termisBoardman’s approach and
expressed through comparing the ratio betweendosts (usage of fuel multi-
plied by price) and income against a fixed threshti these terms, a “house-
hold is said to be in fuel poverty if it needs fesd more than 10% of its in-
come on fuel to maintain an adequate level of Wwat{DECC, 2013, p. 2). Itis

2 Fuel povertyis the term used predominantly in the UK, whilkestscholars have adopted the
termenergy povertyWe use the latter term, and understand energy toebe broadly defined as
all commercially paid energy inputs needed for ingatcooking and lighting houses.

3 Energy (fuel) poverty in the UK is surveyed bydem academic institutions (e.g. The
Townsend Centre for International Poverty Reseaacttt The Centre for Analysis of Social
Exclusion).
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important to note, that fuel costs are based omibdelling of fuel requirements

(needs) of the households taking into account factach as size of the dwell-
ing, number of people living in the dwelling, engefficiency of the household,

and the energy mix usage of each household. Thelleddfuel needs are pre-
ferred to actual spending because the modellingreaghat the adequate level
of warmth is achieved (DECC, 2013, p. 3).

As mentioned above, discussion on fuel povertyndefn continues. Hills
(2012) published results of an independent reviemnissioned by the UK
government. This brought about a series of cornaiaers and recommenda-
tions, including suggestions for an alternativardgdn of fuel poverty. Accord-
ing to Hills (2012, p. 30), the main strength oé tbfficial indicator is that it
is based on models of fuel costs rather than aexénditure. Thus it avoids
possible misclassification. Further, Hills highligtihe fuel poverty ratio’s sensi-
tivity to more than one parameter (it relies ore¢éhparameters — energy needs,
energy costs and income).

The principal objections to the indicator wergg&ded at the way it was cal-
culated. First of all, a fixed threshold value @RA4 (which relies on the twice
median concept applied on data from 1988 when mduimsehold spent 5% of
its income on fuel), is seen as an arbitrary chdicmay lead to problems with
the classification of some groups of householdsthiey, the form of the indica-
tor is very sensitive to fuel prices and may theaahe nature of trends in fuel
poverty figures. As Hills argued, “any headlineigador of fuel poverty must be
sensitive to fuel prices. The degree of sensitiuitger the 10% indicator would,
however, appear to be excessive, thus distortiagds” (Hills, 2012, p. 30).
Taking into considerations these (and other) wesde® Hills suggested an
alternative definition of fuel poverty based on ewLIncome and High Costs
indicator (LIHC indicator hereafter). As the titiedicates, focus is on house-
holds, which have both a lower income and higheuired costs (i.e. above
“reasonable” level). According to Hills (2012, p3)3these households should
be counted as fuel poor if:

- they have required fuel costs that are above ttdiandevel, and

- were they to spend that amount they would be I&h & residual income
below the official poverty line.

The LIHC indicator overcomes some difficulties neated to the official defi-
nition and offers a relatively simple and underdtle (transparent) method of
calculation. Additionally, it not only determindset number of fuel poor house-
holds, but also expresses the depth of their ditfies through a fuel poverty gap

4 Adequate warmth is defined as 21 degrees for thie fiving area and 18 degrees for other
occupied rooms.
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indicator. The fuel poverty gap refers here toakint to which fuel costs of the
fuel poor rise above the median level (i.e. ab@masonable level of fuel costs).
Inspired by the income poverty gap, it improvesarsthnding of the issue and
provides a useful guideline for public policies.

Another interesting approach can be found in BG@82Europeafruel Poverty
and Energy Efficiency Poverty Projg@PEE, 2008). This project, co-financed
by the European Commission, aimed to increase stadeting of the causes and
effects of fuel poverty and to devise effective rapienal mechanisms to tackle
them. The survey of fuel poverty involved Francelggim, Spain, UK and lItaly.
Fuel poverty was defined as a household’s diffigudbometimes even inability,
to adequately heat its dwelling at a fair, incomdeixed price (EPEE, 2008,
p. 3). Broadness of the definition resulted fromedfiort to incorporate specific
characteristics of the countries as well as anitglib capture it empirically.
Several indicators and their availability for cr@ssintry comparison were ex-
amined in the project. It seems the following thveeables from the EU SILC
are the most relevant:

- the ability to pay to keep the home adequately warm

« leaking roofs, damp walls/floors/foundation, or sotwindow frames/floors;

« arrears in utility bills (electricity, water, gas).

It is clear that the variables cover very sigmficdimensions of fuel poverty
while ignoring some others. Experts involved in greject adopted the view
that the EU SILC data are limited in scope and @mye for analysing fuel poverty
and that in order to properly analyse fuel poveityhe national level, national
data should be used. On the other hand, the EU 8#t&are seen as very useful
from a comparative perspective (EPEE, 2008, pTlgy allow the comparison
of forms and incidence of fuel poverty in the EUmnfieer states. Data gathered
at the national level, reflecting specific institutal settings and regulations,
have limited value for cross-country comparisonst, Yit is the comparative
approach, which provides crucial insights into drsvand causes of fuel poverty.

Based on analysing the three variables the EPlly gistimated incidence of
fuel poverty in given countries. In each of thera survey found strong correla-
tion between life cycle and fuel poverty. Unempldysingle-parent families,
and the retired are among the most vulnerable groupnalysed societies. The
survey concluded that low income, poor heating enstdilation standards, to-
gether with high energy prices, were among maitiofaccontributing to fuel
poverty.

Only a limited number of studies have been coratlicn this topic in Cen-
tral and Eastern Europe (CEE), but they indicad¢ tthe scope of the problem is
significant and increasing. The pioneering workBafzar (2007) is built on
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comparative analyses of Macedonia and the Czechidfemnd his conclusion

is that energy poverty is a current and serioublpro, especially for lower in-

come households in both countries. The EU-wideesuby Morgan (2008) has

covered all the CEE Member States. Comprehensiweysiand analyses at the
nation-state level were carried out in Hungary iesearch project lead by Her-
rero and Urge-Vorsatz (2010).

As far as the authors of this article are awémexet is only scattered theoretical
thinking and empirical evidence on this topic ilmlkia. Theoretical approach-
es to studying energy poverty in the Czech Repuriat Slovakia were explored
by Richard Fitdk (2010), indicating that access to energy isoblpm especial-
ly for people at risk of poverty and has strongi@ognd environmental impacts.
Zuzana Kusé (2011) recently published overviewafding policy and analysed
affordability of housing in Slovakia. Kusa conclddehat inadequate housing
policy has resulted in the reduction of the pubticial housing sector, persistent
inability to pay energy bills, high risk of discoettion from energy sources and
enforced evictions for the most vulnerable groupsaddition, policy measures
potentially contributing to an improvement of theuation (housing allowance)
have been weakened and marginalized within thebkpaitections system.

Additional empirical evidence is provided by thaitdd Nations Development
Programme (UNDP) research on living conditions afgmalised Roma house-
holds (UNDP, 2006; 2011). Outcomes confirmed thabynhouseholds living at
the margins of society face great difficulties avering their utility bills, such as
water, electricity, and gas; they accumulate ungaiig for several months.
Moreover, a significant proportion of householdssiggregated and separated
settlements have to cope with unacceptable unpeeted housing conditions
(lack of water, sources of energy). We will analtfgs in the next section.

Indicators of Energy Poverty in Slovakia: Empirical Evidence

Indicating forms and incidence of energy povergguires various data
sources. In this section we rely mainly on datanfriwo statistical surveys,
which are carried out regularly — the Household dgaidSurvey (HBS), and the
EU Survey on Income and Living Condition (EU SIL@oth surveys offer
information useful for the analysis of living cotidhs. While the HBS focuses
on consumption and expenditures (and income) oféioolds, the EU SILC
concentrates on income and its structure, deponatnd other aspects of living
conditions. The survey data are supplemented loyrivdtion on development of
energy prices and information from other relevamirees. Lack of other rele-
vant information is discussed in the final sectifithe paper.
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Energy prices in Slovakia have been steadily gngwor the last decade. In
the second half of 2013 were average electricityepfor household 16.8 euro
per 100 kWh, or 20% below the EU average (Euro2i@t4). The average gas
price for households represented 5.2 euro per Y00 ik 2013, which was low-
er then the EU-28 average of 7.1 euMyhile electricity price between years
2012 and 2013 decreased by 2.6%, the gas priceased by 1%. Taking into
account different costs of energy among the coem@nd expressing electricity
price in Purchasing Power Parities, we see, thataBla ranks above the EU
average. It has the sixth highest electricity pace the thirteenth highest price
for gas in the EU-28 (Eurostat, 2014). In a moneegal cross-country compatri-
son of all energy prices, based on the price lawdg#x? was the price level for
electricity, gas and other fuels in Slovakia velyse to the EU average (Euro-
stat, 2012, p. 3). The situation in Slovakia wasilsir to countries like France or
Slovenia. Comparing to the Visegrad countries,|tieest prices for energy are
reported in Poland, while Slovakia has the secaghest price level. The aver-
age position in terms of price level for energystisharply contrasts with the fact
that Slovakia belongs among the EU countries vaitter income level.

Figure 1
Price Level Index for Electricity, Gas and other Fels in 2011 (EU-27 = 100)
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Source:Eurostat (2012), p. 3.

5 Electricity pricesrefer to a household with an annual consumptiobatfveen 2 500 and
5000 kWh, gas prices refer to annual consumptiobetween 5 600 and 56 000 kWh. Both
figures include taxes.

& Price level indiceprovide a comparison of countries’ price levelshwiespect to the EU
average. If the price level index for given grodpmducts is higher than 100, the price level of
the group of products in the country is higher tii@EU average (Eurostat, 2012, p. 1).
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The extent to which energy represents a burdemthothousehold budget is
indicated by the ratio of a household’'s expenditomeenergy to its total ex-
penditure. In Slovakia, there is a significant aidn among the households.
According to the Household Budget Survey data, agd- pensioners’ house-
holds have to cope with the highest proportion redrgy expenditure. In 2012,
households with an old-age pensioner at its head ppproximately 19%
of total net monetary expenditure (expressed pgitaya on electricity, gas
and other fuels. This was disproportionally hightgain the average across the
total population of 13.4%. It was also seven pdagn points higher than the
share of expenditure on energy in households wiherdnead was an employee
or self-employed.

Unemployment is another substantial factor couatiity to energy poverty of
households. This has long been the case: the elgzagsioner households and
households where the head of the family is unengaogonsistently spend
above average proportions on electricity, gas dhdrduels, while the expendi-
ture of households of employees and those who @femployed have been
below the population average. Looking at the ecooatatus of all adult house-
hold members, it is clear that the presence of @oigally active persons in
a household reduces the proportion of expendifpeatson energy (although not
linearly). Households without economically activembers spent as much as
20% of total net monetary expenditure on energd0ih2, while households with
one, or more economically active member spent tigmitly less. As Table 1
shows, the proportion of expenditure on energy discreases with increasing
income of household.

Table 1

Expenditure on Energy as Share of Total Net Money #penditure (%, 2012)
Economic status of the head of the household Levefl income (per capita)
Household’s head — old-age pensionef 18.7 | First quartile 15.1
Household’s head — unemployed 18.0 Second quartile 14.5
Household’s head — self-employed 11.9 | Third quartile 13.8
Household’s head — employed 11.7 | Fourth quartile 10.2
Number of economically active persons in households Number of dependent children
No person 20.4 No children 15.8
One person 12.4 One children 11.3
Two persons 11.7 Two children 114
Three and more persons 12.8 Three and more children 11.4
Total population 13.4

Note: Expenditure per capita. Energy includes elecyricias and other fuels.
Source:Own calculations based on Statistical Office e&f $lovak Republic (2013).

" We focus on net monetary expenditures (excludmgkind expenditures) — it provides
straightforward information on a burden which eyergsts represent in the household budget.
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Comparison with data from 2009 (not shown in Tablesuggests positive
trend in terms of households share of financiakexiture spent on energy. The
exemption is in the category of Household's heachemployed, where we see
a significant increase in share of financial expemds spent on energy. Three
years after the first effects of the crisis appéa households led by unem-
ployed person spend on energy 18% of the incomis.ftr above the average,
and very close to spending pattern of old-age paesihouseholds. Since share
of persons living in households with very low waritensity rose by 1.2 per-
centage point, a possible explanation could béeéniricreasing concentration of
unemployment within these household.

If we applied the UK approach (the 10% threshald)the HBS data we
could obtain a very interesting perspective onsitigtion in Slovakia. The 10%
threshold, based on the ratio of real expendituréuels to real net money ex-
penditures would be very stringent for Slovakiaukkeholds here spent in 2012
(on average) 13% of net expenditures on energyndJsiis approach, majority
of households in Slovakia would fall into the catsgof energy poverty. How-
ever, there are serious limitations, which prohghith a simple application. As
previously discussed, the UK definition is built tre modelling of fuel costs,
while data from Slovakia represents actual exparglitin addition, identifica-
tion of the income component in the UK definitienbased on a number of pre-
sumptions, some of which are rather specific toiKe

The EU SILC offers other types of indicators thet collected regularly and
which can be useful in analysing energy povertylikénthe HBS, they lack
a detailed overview of expenditure, but concentratee on income as well
as broadly defined living conditions (including buaspects as labour marker
status, material deprivation, housing conditiomslebtedness, subjective per-
ception of financial commitments, etc.). We haveadly mentioned the EPEE
study, which used the EU SILC variables in ordecapture a nature of fuel
poverty risk (EPEE, 2008). Here we use three indisawith the potential to
cover non-trivial aspects of energy poverty. Rste focus on the ability of
households to keep their home adequately warm.reggonve give credence to
presence of arrears on utility bills. Utilities adefined here in relation to the
main dwelling and include heating, electricity, gasd water. Thirdly, we pay
attention to inadequate level of housing cost®lation to disposable household
income. We use here EU SILC-based indicator “ha@usivsts overburden rate”
which refers to the population living in householgkere total housing costs
(net of housing allowance) represent 40% or moréheir disposable income.
We consider this as a better indicator of energyepy then presence of leaking
roofs, damp walls/floors/foundation (or rot on wind frames/floors). Incidence
of problems, covered by the indicators, is showiable 2. The values refer to
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the percentage of people in a given category weih households, which are
unable to keep their home adequately warm, haveaemron utility bills and
housing costs above 40% of the equivalent dispesaigiome. We start with
description of distribution of energy poverty-reldtproblems among the popu-
lation (in order to see the most vulnerable groapsl identify drivers behind).
Secondly, estimation of energy poverty based omwuarcombinations of the
three indicators is provided.

The first conclusion could be that only small pdjon of the population of
Slovakia lives in households, which were in 2012hla to stay warm. Similar
holds true for arrears on utility bills. Their ideince is not as high as one would
expect when looking at the expenditure on energy.the picture is different if
we take a closer look at various population categorAs far as inadequate
warmth is concerned, old-age pensioners are dtighest risk, especially those
who live alone. In 2012, 11% of them couldn't affdo keep their homes ade-
guately warm. On the other hand, old-age pensidmare a very low frequency
of arrears on energy bills. Two facts may accouwntthis. Old-age pensioners
often live in large houses. Living (often alone)ainarge dwelling may lead to
difficulties in heating it sufficiently. Accordingp the 2012 EU SILC data, 37%
of single adults aged 65 and over lived in homeh thiree rooms and 14% lived
in four-room dwellings. Similar situation can beufml among households with
two adults, with at least one aged 65 or over. Higkrgy costs, expressed as
a percentage of total expenditure however, dondegsarily lead to indebted-
ness. It seems that older people behave very cesltias regards their financial
commitments and this supports Buzar's (2007) arguintieat not paying for
energy bills is often stigmatised in Eastern Eurapéd people prefer to save
money elsewhere (e.g., heating only fraction efrtbdwellings).

Quite a different situation can be found amongelparents and large families
(households with three or more dependent childtdaje, arrears on utility bills
are more frequent than in other households, edpeagiacomparison to those
headed by old-age pensioners or those without remldit is remarkable that
households with dependent children spend on avepaggortionately less of
their income on energy than households without iéget children (11% com-
pared to 16% of total net expenditure in 2012).hBthe lone parents and large
families belong to the most vulnerable groups mmteof income poverty. In
2012, 27.5% of people from lone parent househoiik 3% of people from
large families were below the poverty line, compat@ 14.7% of single adults
aged 65 and over or 9% of people from householasisting of two adults
younger than 65. High incidence of economic vulb#itg makes the risk of
arrears very real. The changing incidence of problevith warmth and arrears
according to the poverty threshold confirm thisrolgsee Table 2).
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Table 2
Incidence of Vulnerability in Relation to Energy (% of persons, 2012)
Unable to keep Arrears on Housing costs
home adequately | utility bills 40% or more
warm of income

Total population 55 5.8 8.4
Type of household
Single adult 12.7 5.3 22.8
Single adult aged 65 and over 14.3 1.8 21.1
2 adults without children, at least one aged 65
and over 5.7 21 6.4
Lone parent with dependent children 10.3 10.8 15.7
2 adults with one dependent child 3.8 4.6 10.8
2 adults with two dependent children 3.0 55 10.9
2 adults with three and more dependent children 5.4 6.7 14.8
Age (in years)
0-17 4.7 8.4 10.9
18-24 5.4 6.2 6.9
25-64 5.2 5.9 7.4
65+ 8.0 2.3 10.3
Tenure status
Owner 5.3 55 7.7
Tenant, rent at market price 6.3 7.8 15.1
Tenant, rent reduced price or free 12.6 13.7 8.7
Poverty status
Below 60% of median equivalised disposable
income 13.6 18.3 36.3
Above 60% of median equivalised disposable
income 4.3 3.8 4.1

Source:Own calculations from the EU SILC 2012.

There is a strong effect of the so-called “hougingts overburdening”. This
concept, developed by Eurostat, reflects the extemthich housing costs repre-
sents a serious problem. It refers to householdsrevthe total housing costs
represent more than 40% of disposable incornme2012 there were 8.4% of
persons living in households with such a high prdpo of housing costs. They
were more often exposed to the consequences dfigisat heating (13%) than
the rest of the population (5%), and they were Isithyi susceptible to arrears on
utility bills (14% to 5%). Disproportionally highdusing costs represent serious
problem for lonely people (older persons, singleepts, and singe adults in
general) as well as for larger families. A highid®nce of housing costs over-
burdening among lone parents (15.7%), single ad@B%oc) and families with
a large number of children (14.8%) partly expldhmes higher prevalence of prob-
lems with adequate warmth at home in these houdgeh®b be clear, economic

8 Share of people with arrears on utility bills indés people with a single incidence of arrears
as well as those with multiple incidences.

9 Housing allowances are not included in housingscasd disposable income.
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vulnerability (high incidence of income poverty) thiese groups represents one
of the key factors; there is a strong relationdhgween incidence of housing
costs overburdening and level of income. There &8 of persons living in
the overburdened households in the first quintilancome distribution, while in
the second quintile we find there only 8%. Strongdence is visible in com-
parison of housing cost overburden rate among pad, non-poor population.
Proportion of poor people living in households witlry high housing costs
(in relation to household income) is approximateiye times higher than pro-
portion of non-poor persons.

Tenure status is also identified among differdimipfactors. Here, “stand-
ard” tenants who live in dwellings rented at mangetes face the highest inci-
dence of disproportionally high housing costs (veddbve the average for total
population). It seems, that ownership is a strawdr in protection against the
risk of being overburdened by housing costs. TAidr is significant also be-
cause as many as 90% of households in SlovakiaO{2) own dwelling they
live in. In the situation, where only 10.1 % oft#aconstructed in 2012 were
general rental apartmerifsthe most vulnerable group are people dependent on
renting apartment at the market prices.

In summary, economic status of household memliectufling household’s
head) and the resulting income situation, familynposition and phase of life
cycle, impact on the probability of difficulties|aged to energy poverty. Of
course, size of dwelling and level of housing cqstsy a crucial role, but we
suggest that their impact is mediated by housetype and its socio-economic
status. It is clear that when talking about engugyerty, energy prices alone
don’t represent sufficient information; they dohdve a uniform impact on (var-
ious) forms of energy poverty. Therefore, a mortaitkr picture must be ob-
tained, including various contexts and conditions.

The three above mentioned indicators were explaged point of departure
for discussion about definition of energy povertyddor first estimations on
scope of the problem. Each of the indicators reswn pros and cons, yet to-
gether they provide substantial data and informatin various aspects of the
energy poverty and we may combine them in numevaaygs. We decided to
follow the approach applied in the case of thedattir “at risk of poverty rate or
social exclusion” — the headline indicator to monipoverty target within the
Europa 2020. Referring to persons rather than lhmlds, it reflects the share of
the population, which is either at risk of povedpd/or severely materially depri-
ved, and/or lives in a household with very low wartensity. This combination

19 Information on Housing Construction in the Slovalp@&gic for the Year 2012Published
by the Ministry of Transport, Construction and RegibDevelopment of the Slovak Republic.
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of three partial indicators is very useful, asitludes persons facing at least one
social risk. In other words, it includes all poiahtombinations of three disad-
vantages. Our indicator of “at risk of energy payet is therefore built on
a similar principle. It refers to persons who anahle to keep home adequately
warmth and/or have arrears in utility bills morantone time and/or their hous-
ing costs represent 40% or more of disposable haldencome. We include
into definition of energy poverty indicator “arrgan utility bills” in its stricter
form and only repeated arrears are taken into axtic@ased on this logic, we
eliminate people who have got only one arrearh&s dould lead to overesti-
mation of the problems in Slovakia. On the othandhaepeated occurrence of
arrears has strong consequences for householdig lbonditions. According to
this definition, there is 14.8% of population akrof energy poverty. It hits half
of people living below the income poverty threshgket at 60% of national
median equalised disposable income. The numbathisrindicative with aim to
open discussion on the extent and depth of eneyggrpy in Slovakia.

Table 3
Estimation of Energy Poverty in Slovakia (%, 2012)

Problems with warmth and/or problems with arrears in utility bills
and/or problems with very high housing costs

Total population 14.8
Income poor 50.2
Income non-poor 9.4

Source:Own calculations from EU SILC 2012.

Statistical surveys are sometimes blamed for adfiicient coverage of the
most vulnerable groups that live at the marginthefsociety. Marginalized Ro-
ma households represent one such example. In twaapture their living con-
ditions and provide a comprehensive overview folicgomakers, NGOs and
academics, the UNDP conduct8&dirvey on living conditions of Roma house-
holds in Slovakian 2010* The survey provided data on a broad range of sssue
including income and expenditure, labour marketvaigs, health, education
and housing conditions. The study (UNDP, 2012) thame the survey shows
that there are big differences between Roma holg®lamd the neighbouring
majority in many respects. Many Roma householdsacilly excluded in the

11 Expression ,risk* reflects the fact that the iratior captures rather potentiality of real
energy poverty. Chosen aspects are not the onlg aeésted to energy poverty.

21t was the second wave of the survey; the first @aas carried out in 2005. The UNDP
Survey (UNDP, 2012) employed a specific methodaalgapproach. The sample consisted of
three categories of Roma households defined byxtenteof their integration with the majority
(segregated, separated, mixed) and control grombigh included households from a majority
living in proximity of Roma households.
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strictest sense of the term. Taking into accouatt tiey live in the same locality,
search for jobs at the same labour markets as M@miRoma neighbours, it
indicates that Roma households have to face sestustural disadvantages
which limit their future prospects to a significatent.

Access to energy and energy poverty is part ofctmplex situation. Roma
households have to cope with deep and frequentgansbwith housing in gen-
eral and energy use in particular. The UNDP stughorts a high incidence of
overcrowding (26% of Roma households live in dwef with maximum of
5n¥ per person), inadequate access to drinking wégér ¢f Roma households
don’t have access to drinking water), non-standamditions for personal hy-
giene, etc. Almost every fifth Roma household syedereported an interrupted
connection to electricity supplier during the pamas year; 38% of these house-
holds remained without access to energy for threaare months (UNDP, 2012,
p. 71). The most frequent reason for disconnedtmm the electricity supply was
lack of financial resources (68%). Disconnectioraagsult of technical difficul-
ties was rare (12%). This reveals a very deep sixgiwf a significant part of the
population from a standard way of life. The evidernbat majority of Roma
households use non-standard tools for heatingef ttwellings supports these
findings. Central heating is uncommon (7% of hoot#dt) compared to 48% of
households belonging to the control group who livgproximity). Wood/coal
stoves represent the most common method of heatiRgma households.

There are also big differences within Roma houskishd@hose living in segre-
gated and separated settlements show deeper aednaguent social exclusion
than those integrated with the majority. We findimilar situation in housing
conditions and access to energy; the further thiamite from majority, the poorer
the access to electricity and other energy sources.

Unlike the EU SILC, the UNDP survey has indicatoshich relate more
directly to energy poverty. This approach was erygdioin the UNDP survey to
help test the hypotheses on exclusion from standsedof energy and its con-
sequences. This approach also provides deepehingig the access to energy
for the general population. Along with regularlypeated questions (so-called
“core” variables”), each year the EU SILC inclu@gesad-hoc module exploring
selected specific area of living conditions andiaomclusion. In 2007, the
module on housing conditions was add&dpntaining several variables relevant
to different aspects of energy poverty. These helpupplement the information
on number of households that have arrears on ersligyand can’t afford to

13 Among other thematic issues there are intergeinemdt transmission of poverty, social
participation, material deprivation, intra-househasharing of resources, over-indebtedness and
financial exclusion.
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heat their home adequately. At the same timeiinortant to pay attention to
the limits of these data. They are not collectecorgular basis, therefore they
don't provide up-to-date information and don't faate the tracing of develop-
ment of disadvantages in time. For the purposehisf paper we use the four
indicators shown in Table 4. As we can see, thexeccOmaterial” aspects of
energy poverty i.e. lack of equipment necessankéaping the home at an ade-
guate temperature. The four indicators represargedul extension of the con-
cept lying behind the ability to keep a home warm.

Table 4
Inadequacy of Energy Equipment in the Home (% of pesons, 2007)
Population Non-poor Poor
Inadequate electrical installation 5.1 4.7 2 8.
Inadequate plumbing/water installations 5.2 4.7 9.0
Dwelling not equipped with heating facilities 0.2 0.1 0.9
Dwelling not comfortably warm during winter time .03 11.7 24.0

Note: Lack of heating facilities means no fixed heafiagjlity in household.
Source:Eurostat, based on EU SILC.

According to the 2007 data, dwellings without lmegtfacilities were very
rare in Slovakia. When we compare this to the UNIaRa collected only three
years later, we may conclude that there is a weakrage of the most vulnera-
ble groups in the statistical survey.

Table 4 shows that high prevalence of heatinditi@si at the level of total
population didn’t lead to sufficient outcomes imnts of maintaining adequate
warmth in houses. Comfortabfewarmth during wintertime was inaccessible
for 13% of the population. However, it was poor pleovho suffered more fre-
guently from restricted access to energy equipnamd related outcomes
in terms of warmth. Almost every fourth poor perdanSlovakia thus lived
in a dwelling which was not comfortably warm duriagnter time. The rela-
tionship between income poverty and symptoms ofgynpoverty is beyond
reasonable doubt.

Discussion on Energy Poverty in the Slovak Republic:
Preliminary Assessment and Challenges for Future Research

The study of energy poverty in the Slovak Repuldia rather challenging
and complicated task. Our aim is not to find answerall of the problems but
to provide a valuable review of important questidmis future research, based

14 We put aside the problems arising from the usthefterm ,comfortably“ instead of the
term ,adequately”.
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on theoretical considerations and empirical analyBeobably the most urgent
challenge is to conceptualize energy poverty inamuntext and conditions.

Discussion about the concept should take plaag pilooking for an exact
definition (i.e., definition set forth by the autisdn this article serves only as an
example of one of the several possible approacHessed on the three detaily
explored sub-indicators). Analogous to the povdapate, the concept of energy
poverty should be discussed in terms of the (sb§rexpenditure on energy,
income situation of household, deprivation in lyistandard, and interventions
of relevant actors (eligibility for given public gport, problems with distribution
companies), etc. Each choice has its own logiccam$equences for the further
development of the exact definition (e.g. certdireshold of the proportion of
expenditure on energy, inability to keep the hordegaiately warm combined
with another disadvantage, etc.).

The energy poverty concept based on a househelgienditure is straight-
-forward, understandable and relatively easy touate. It reflects the real bur-
den of energy costs on a household budget. Theoflaadisposable household
budget, after paying for energy, also has usefddlipupolicy connotations.
Moreover, it could rely on permanently collectefbimation about consumption
patterns. Of course, there are many more “techngpa¢stions, which remain
unanswered, as illustrated by the UK approach, hwiiorks with modelled in-
puts, rather than real expenditure. Building ankbeéing such models requires
detailed data on characteristics of dwellings. &mmple, energy efficiency is
one of the key inputs of such models. By efficiem@ mean accomplishing the
same task, such as heating or lighting a buildihgestain size, by using less
energy. This lowers costs and reduces emissiorexgirefficiency of a house-
hold is determined by design and quality of the ling as well as by the effi-
ciency of the heating and lighting systems. In otdemodel “energy needs”,
all such information must be available. It shoulsbabe accompanied by in-
stitutional support of long-term research in methodical and theoretical
issues.

Another strategy may rely on actual expenditurgepas although this ap-
proach also brings problems. Thresholds used toahmilated on the basis of
average consumption patterns of the most vulnergifaaps (let's say 10% of
total expenditure on energy in the first tenth imeopercentile). In such a case,
the threshold may reflect specific strategies argamouseholds, which have to
cope with very limited income, and thus have toad®wmamong several con-
sumption priorities (preferring to spend in aredsiclv are more pressing than
energy-such as food or health care). As resultthfeshold may represent pure
empiricism without any normative dimension.
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The concept of energy poverty may also be satlirayedeprivation items
(inability to keep home adequately warm, arrearstility bills). The advantage
of this approach is that we would work with reatammes, not inputs (expendi-
ture, income) and the concept is based on deprivatiat refers directly to
a lack of necessities. Availability of permanentipdated datasets (the EU
SILC) is also of great importance. The choice afjk indicator may be rather
voluntary, from both methodological and theoretipaint of view. Instead, we
support the combination of several variables tkans to be more appropriate.
Disconnection from an energy supplier represengsafithe most extreme mani-
festations of energy poverty. It would be usefutdfevant authorities publish
such data about their population. It would helgvaluate the scope of the prob-
lem and analyse its dynamics at country level. &lsge however, two potential
problems associated with this. Firstly, it is vdifficult to obtain such data from
mostly private or semi-private energy distributimmpanies. Secondly, discon-
nected households may represent only the tip ofceéteerg. Buzar (2007) sug-
gests that people in Central and Eastern Europgyneatt emphasis on paying
energy bills on time and that energy debts in #hgion are associated with
a negative social stigma. This means that people pag their household bills
instead of other important expenditures.

Last but not least we recommend focusing on stitagassessments of hous-
ing conditions and burdens represented by variousihg-related costs. Objec-
tions to subjective social indicators are succdigsfiealt with in recent literature
(Valentovda, 2003; Van den Bosch, 2001; Veenhovef2}® which find they are
routinely used in analyses of poverty, well-beiagd quality of life. A subjec-
tive perspective may enrich the concept of enemgyepy> because personal
experiences often differ from objectively obserbethaviour patterns.

Taking into account available data and their regtwe suggest to measure
energy poverty as a combination of three partidiciators, which cover depriva-
tion (inability to keep home adequately warm), fioil difficulties (arrears on
utility bills) and relationship between expendiwrand income (housing costs
overburdening). According to this definition, asnyaas 14.8% of people is at
risk of energy poverty. These and other findingeaésed in the article confirm,
that energy poverty is a serious problem and idege be addressed. There
are first attempts to open the policy discourse @utcthis problem on the agen-
da. Regulatory Office for Network Industries in &&ia published in 201Gon-
cept of the Consumers Protection Falling into tregegory of Energy Poverty
Their approach to defining energy poverty is basedhe three main aspects:
(i) Calculation of the cost for providing minimumergy needs for a households

15 For use of subjective indicators in relation tcdme poverty in Slovakia see Gerbery (2009).
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(depending on the number of household membersmienergy prices, the type
and use of the energy and the corresponding tdaff¢he supply and distribu-
tion of electricity and gas); (i) Set up a threshof minimum net monthly
household income (minimum monthly disposable hoolseincome) as a multi-
plication of the minimum energy needs of the hookkls determined in point
1; and (iii) Household can be categorized as enpagy if it satisfies the condi-
tion that the monthly disposable income of the lbotd at the time of its as-
sessment is less than the minimal monthly dispeshblisehold income as de-
termined in point 2. The Concept is step into fghtrdirection, yet the proposed
definition is according to our opinion too narrowdashould take into account
broader context of the energy poverty problem.dditon, there is still lack of
definition on minimum living standard in Slovakia.would be a good starting
point for addressing energy poverty problems.

In modern societies access to energy is a basititoan for full participation.
In this context, even short-term deprivation resiit serious difficulties for the
people affected. We suppose that, irrespectivehefahosen concept, energy
poverty should be understood in terms of exclu§iom the normal standard of
living, which has damaging effects on human digoitpeople and their partici-
pation in social activities.

Concept of energy poverty and its definition skiduve clear implications in
terms of enhancing public policies to intervene] address deprived living con-
ditions. Until now, little effort has been made tims direction. For instance,
housing allowances are provided only to the pebyieg in the material need.
Yet because of conditions (often ignoring difficattd complicated situation of
the poor), many of those who should be eligibletier allowances do not quali-
fy for them!® More measures for inclusion are needed, taking iat® account
access to energy in a broader sense.
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